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pea IRISTMAS TIME draws. close— 
BY 47¢ 4) Christmas time with its fragrant incense of 
, zs\| good-fellowship, good-will, and good-cheer. 
Ye) ELalted—at least for a fugitive moment—will 
be achievements, purposes, and thoughts 
Ss ===| that are ignoble or selfish. The universal 
heart will be unlocked, and once more the spirit of disin- 
terested self-giving will be abroad in the land, illumining 
-all things human and making them in part Divine. 


At this mellow time—Christmas time, through The 

Pace Student, your magazine, we give you the hearty 

handclasp of the fullest friendship. We sympathize with 

= you in the disappointments and disillusionments that may 

4 (Q) 4 A have come to you during the past twelve-month, and in 

the worthy purposes that may have been cheated of im- 

mediate fulfilment, even as we, on our own.behalf, crave 

your sympathy for similar whims of fate. We congrat- 

ulate you, however, upon the success that you have won 

because you have deserved it, upon the lofty hopes that 

you have realized, and upon the earnests of future ac- 

complishment that you have evidenced by intelligent 
self-appraisement, self-command, and self-guidance. 


O 


OK 


And we bespeak for you in the days that lie ahead a 
keener sense of values, a deeper understanding of the things 
that count, ahigher resolution, and a more sweeping vision 
than have been yours heretofore; and may ail this self- 
development, which will fructify in the kind of success that 
brings happiness, find its beginning in the spirit of good- 
will toward all men—the spirit of Christmas time. 


The 
Christ- 
mas 
Spirit 


Courage 


OW come the days when the 

manifestations of the Christ- 
mas spirit begin to work havoc in 
the routine of business life. The 
bookkeeper meditates on the comparative ad- 
vantages of the toilet set and the wrist watch, 
and his balance goes awry. The stenographer’s 
soulful eyes look into space and ask, “What 
shall it be?,” and her dainty fingers go astray 
among the keys. And you, Mr. Employer, with 
mind ahalt between a diamond brooch and a 
Pierce-Arrow, bewail the inroads upon the effi- 
ciency of your precious organization. 


My dear sir, your dismay is needless. What 
matters though the chief clerk’s thoughts do 
wander with loving insistency to the mechani- 
cal train that the demonstrator assures him is 
“absolutely guaranteed for six months?” The 
moment he takes is your investment in a young- 
ster’s joy, and compensating dividends will come 
to you in better work for many a week to come. 
What though the stenographer’s fingers do stum- 
ble a bit? Do you not realize that the joy of 
giving the dainty remembrance will bring a 
heart-glow and a nimbleness outlasting the fa- 
tigue of many days? Hours spent in unselfish 
shopping are but invested in renewed youth; the 
critical and philosophic inspection of toys accel- 
erates the flow of sluggish blood; the careful 
study of the needs of others adds new zest to 
life. Youth and red blood and life-zests com- 
pose the very fibres of efficiency. 


So come then, Business Gentleman, and let us 
be merrie in the Yule-tide. Though thoughts 
of dolls and sleds intrude upon promotion plans, 
and holly cards are jumbled among salesmen’s 
charts, there is no loss to you. The expendi- 
ture is but a deferred charge, a cost to be car- 
tied briefly until the compensating stream of 
income wipes it out. 


OURAGE is a word of the heart, pulsating 

with the energy of hopeful, masterful life; 
it is a word too, of stability, safeguarding 
against the fears arising from temporary emo- 
tions and sustaining the hour of enforced inac- 
tion; and, above all, it is a word of cheerful, 
optimistic faith, visualizing the rewards of self 
control and righteous effort. 

Without courage, our continent would be an 
undiscovered waste; our homesteads, the hunt- 
ing grounds of savage tribes. 

Without courage, our democracy would be a 
despotism; our citizens, a peasant soldiery. 

Without courage we should work as_indi- 
viduals, and the fruits of co-operative effort, 
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made possible by modern organiza- 
tion, would be the hope of the fu- 
ture instead of the fact of to-day. 

Without courage, every hope of 
improving th econditions of the individual work- 
er—more equitable distribution of returns, bet- 
ter housing conditions, old-age pensions, the 
elimination of child labor, workmen’s compen- 
sation, better education, all of these welfare ob- 
jectives and a thousand more—would die with- 
out fruition. 


Without courage, you, as an individual, cease 
to function to the full measure of your capacity; 
your future is fore-shortened, dwarfed, clouded; 
your present is a nightmare, a momentary halt- 
ing place between a past of unavailing regrets 
and a future of unavoidable dangers. 


Courage, my good friend, courage! Take hope, 
take heart, take courage! Develop within your- 
self, by optimistic forward-looking, the supreme 
quality of courage. Resolve to do or not to do; 
energize your action and sustain your inaction 
by this emotion of the heart, this dynamic of 
the will, this philosophy of the intellect. 

“Be ye of good courage.” 


66 ENSLOW is a most valuable man in many 

ways, but he falls short of being a big 
man. He can’t take treatment with good grace. 
Adverse criticism, no matter how sugar-coated, 
of him or his department makes him sulk, and 
a stiff wallop flattens him out and paralyzes his 
initiative.” The President of a large contracting 
firm was speaking of one of the department 
heads, who was being considered for a vice- 
presidency. 

The Business world from cupola to sub-cellar 
is full of Benslows. They are honest and indus- 
trious, and far more intelligent—most of them— 
than the average run of men. Some of them are 
exceptional men—men who, by dint of sheer 
ability, have worked themselves up to positions 
of considerable trust and responsibility. And 
there they very often stop. Why? Because they 
can’t “take treatment,” can’t bear to have their 
mistakes of omission and commission pointed 
out, can’t endure a jarring note in the diapason 
of approval which they like to hear, can’t help 
making a narrow, individual issue out of a mat- 
ter which has only organization significance. 


Don’t be a Benslow. Recognize your infirm- 
ity, and try to cure it by taking your medicine 
without flinching when your intellectual system 
needs a cleansing or a tonic—and be thankful; 
for it is in face-to-face criticism, which for the 
moment may rankle and smart, that certain Suc- 
cess often finds its beginning. 


Ww. 
Sanders 
Davies, 

CPA. 


ve 
SANDERS DAVIES, 
OPA, senior member of 
the New York Account- 
ancy firm of Davies & Nield, is the 
man in whose keeping the practicing 
accountants throughout the country 
have placed their interests as a pro- 
fessional body for the year ending 
in September, 1917. 


“This is a critical time in the 
history of the Accountancy profes- 
sion,” said a well-known account- 
ant whose opinion carries weight, 
before the election of officers at 


‘ the recent annual meeting of the 


American Association of Public Ac- 
countants in New York. “We are 
going to reincorporate the Associa- 
tion as the Institute of Account- 
ants in the United States of Ameri- 
ca; and we need as our president a 
“man of calm judgment, steady pur- 
pose, and trusted leadership. I think 


r myself that Davies is the man for 


“the place—and it will be no sine- 


“cure.” This was evidently the tacit 


opinion of all the voting members 
~of the Association, for Mr. Davies 


—was unanimously elected the first 


. president of the newly organized 


-Institute. It was a plain case of 


the office’s seeking the man, for a 


“modesty that is almost shyness is 
one of Mr. Davies’s main traits. 

It is appropriate — despite what 
Mr. Davies himself would say self- 
deprecatingly—that this honor, the 
highest within the bestowal of the 
Accountancy profession, should seek 
out Mr. Davies. No other prac- 
ticing accountant in the United 
States is more favorably known 
than he. For twenty-five years he 
has been successfully engaged in 
the public practice of Accountancy, 
and during that time he has always 
been an exponent of the most ex- 
acting ethical standards. To Mr. 
Davies Accountancy has always been 
a profession in the strictest sense 
of the word, and as such it has laid 
upon him as one of its practitioners 
obligations of view-point and con- 
duct which he has always observed 
with unbending strictness. 

Mr. Davies was born in Liver- 
pool, England, in 1862, and com- 
pleted his preliminary education at 
the Manchester Grammar School, 
England. When a mere stripling, 
he decided to become an accountant, 
beginning his career in Manchester, 
and later securing a position on the 
staff of Monkhouse, Goddard & 
Company, Chartered Accountants, 
of London. After an eight years’ 
profitable service with this firm, Mr. 
Davies came to New York, at first 
setting up for himself as a prac- 
ticing accountant, and later forming 
with Charles F. Nield, C.P.A., a 
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partnership which has continued for 
nearly twenty years. 

Mr. Davies for many years has 
devoted much time and energy to 
the upbuilding of the Accountancy 
profession, first in New York and 
New Jersey, and then throughout 
the country; and always his efforts 
have been disinterested and animat- 
ed by the desire to render the full- 
est measure of service in the ad- 
vancement of the profession. 

Accountancy, as a profession, has 


W. Sanders Davies, C.P.A. 


Member of Accountancy Firm of 
Davies & WNield 


passed through three distinct periods 
in the United States. The first 
period was that of disorganization, 
when every accountant was more 
or less of a law unto himself, when 
there were no state societies. The 
second period was the period of 
organization—the period when state 
legislation was secured and enacted, 
and when the American Association 
became an association of state soci- 
eties, instead of an association of 
individuals. The third period is now 
beginning with the incorporation of 
the Institute of Accountants—a defi- 
nite step upward in professional 
status and purpose. 

In the evolution of the Account- 
ancy profession, there were, espe- 
cially in the early days, times when 
stout hearts were inclined to quail, 
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when the calm faith of the far-seeing 
mind bade fair to be shaken, when 
steadfastness of purpose seemed 
likely to be of little avail. In pass- 
ing through this critical stage of the 
history of his chosen profession, 
Mr. Davies never swerved in his 
conviction that sooner or later Ac- 
countancy would receive state rec- 
ognition as a profession, and that 
entrance into its ranks would be 
considered entrance into one of the 
most useful of occupations. How 
completely Mr. Davies’ judgment 
and that of his professional associ- 
ates in the early days have been vin- 
dicated, is now attested by the in- 
corporation of the new Insiitute of 
Accountants. 


It is not surprising, therefore, 
that honors and distinctions have 
rewarded Mr. Davies’ faith and 
judgment. He has been a member 
of the New York Society of Certi- 
fied Public Accountants practically 
since its organization, and is now 
its Second Vice-President. He was 
a member of the committee that se- 
cured the enactment of the New 
York C.P.A. Law. Mr. Davies is 
also a trustee of the New Jersey 
Society of Certified Public Account- 
ants, and was formerly its Presi- 
dent. He was a member of the 
American Association of Public Ac- 
countants practically throughout its 
existence, and was its President 
from 1897 to 1898. 

If there is any one phase of Ac- 
countancy in which Mr. Davies is 
especially interested, it is its edu- 
cational phase. “The Accountancy 
field is practically without limit,” 
said Mr. Davies to me a short time 
ago. “The need for accountants is 
being more and more widely recog- 
nized. In fact, there is a bigger de- 
mand for well-trained men than can 
be supplied; and by ‘well-trained’ I 
mean men who understand the fun- 
damental principles of Accountancy, 
and who have a broad view of Busi- 
ness as a whole. Practice, of course, 
is the most important thing, but it 
is not everything. A man must be 
well-grounded in theory, and he 
must keep studying if he expects 
to attain any degree of proficiency 
in the profession of Accountancy.” 

It is pretty safe to assume that 
Mr. Davies, in view of his intense 
interest in education for Account- 
ancy, will work in close codpera- 
tion with the newly appointed Ed- 
ucational Committee of the Insti- 
tute, to the end that a premium 
shall be put upon educational fit- 
ness for the public practice of Ac- 
countancy, and that thoroughly test- 
ed and well-defined courses of study 
shall be made available to ambitious 
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Who’s 
Who 


Biograph- 
ical 
Sketches 
of Men of 
Affairs 


First 
President, 
Institute 
of 
Account- 
ants 


John T. 
LL.M. 


Good- 
Will 


the Gungha Din of 
corporate organiza- 
tions. This parallel 
is not confined to goodwill as a 
medium for injecting water into 
thirsty stock. Like the water 
carrier of Kipling’s famous bal- 
lad, if not needed, it is usually discarded, and, if 
needed, it is likely to be abused. Should it 
prove of true worth, should the trade it repre- 
sents materialize, with consequent profits, then 
a conservative corporate management is apt 
gradually to write it off the books or negative 
its presence by the creation of a surplus on the 
other side. Inversely, if it does not prove of 
true worth, if the trade does not materialize and 
losses ensue, then a failing corporation will cling 
to it with a drowning hold. 

Goodwill is usually introduced into corporate 
accounts by the sale of a business to the cor- 
poration. Not infrequently the owners of the 
business sold become the controlling stockhold- 
ers of the new corporation. To cover the dif- 
ference between the amount paid them for the 
whole business and the worth of its tangible as- 
sets, a goodwill account may be created. Stock 
remaining, if any, is ordinarily sold to the 
public. 

An extension of this use of goodwill was de- 
vised by a corporation organized in a state noted 
for inventions—Connecticut. The new expedient 
was to include goodwill in a pattern and scales 
account. Since credits were not made covering 
depreciation of fifty per centum on the value of 
the patterns during two years after the corpora- 
tion began business, probably the inventor of 
this account supposed that the goodwill auto- 
matically expanded to make up the difference. 
Unfortunately, however, when the question came 
up in a receiver’s suit to recover dividends il- 
legally paid, the court did not take this view. 

Another question which arose in connection 
with the accounts involved a deferred charge. 
The court spoke of this as being an amount ex- 
pended at an exposition for advertising purposes 
which was carried in as an asset. Since it is 
the practice of business organizations often to 
charge unusual advertising expenses over a 
number of years, rather than entirely against 
the profits of the year in which they are in- 
curred, the court’s ruling is of interest: 


“This expenditure may or may not have in- 
creased the business of the corporation, but the 
court (i. e., the lower court) failed to find that 
as an asset it had any value. This is equivalent 
to finding that it had none at the time and ought 
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not to have been included among 
the assets.” 

The first of the two questions de- 
cided, that of depreciation, more 
frequently arises in connection with public serv- 
ice corporations. The public service corporation 
may have an agreement with the state, city, or 
other community, whereby a certain proportion 
of the annual profits are to be paid to the gov- 
ernment of the political unit involved. The 
guardians of the public welfare, for many rea- 
sons, desire these profits to be as large as pos- 
sible. Since they do not ordinarily worry over 
such a trifle as depreciation in the property of 
the state or city governments, they see no rea- 
son why a corporation should. The corporation, 
however, is averse to paying over to the com- 
munity what approximates its capital. Invari- 
ably the courts decide that depreciation must be 
deducted in determining net profits. 

There are other cases in which public service 
corporations have been compelled to share the 
profits as they exist before a deduction is made 
for depreciation. These cases are founded on 
the wording of the agreement between the par- 
ties wherein the intent is construed as having 
been that depreciation was not to be deducted. 

The second of the questions, that of the de- 
ferred charge, does not arise frequently. Never- 
theless, I was recently questioned on this point 
in connection with a profit shown on a corpora- 
tion’s books which was not equal to the amount 
of the deferred charges. In view of the ten- 
dency of courts to scrutinize closely any other 
than actual asset values, I suggested that it 
would be the more conservative policy not to 
declare dividends exclusively on the basis of a 
gain of this character. 


Inflating asset values is not a question of the 
time of inflation. Failure to charge off proper 
depreciation is an inflation after the corporation 
begins business, instead of at that time. The 
rule seems to be established that a corporation 
must maintain its original capital at its true 
worth before dividends may be declared. Fur- 
thermore, courts closely question values on the 
asset side of an intangible nature, including 
goodwill, trade-marks, patents, and deferred 
charges. (Case reviewed, Davenport vs. Lines, 
72 Connecticut 118.) 


ARS ago, in England, an eccentric old 

man burned the midnight candle-grease fig- 
uring how to leave his property so that one of 
his descendants of a distant generation might 
own all the wealth of the world. He then made 
a will withholding the estate from his heirs for 


a 
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Law 
Depart- 
ment 
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several generations, the profits of 
each year to be reinvested, and so 
on with the profits on the profits 
in a sort of endless chain. The 
will was contested, and for sixty years or more 
went the rounds of the courts. In the end the 
contestants won and divided between them the 
handsome sum of $28.10. 

Often in litigation neither side truly wins. 
Unnecessary litigation is an economic waste, 
which a joint committee of the New York State 
Bar Association and the New York City Cham- 
ber of Commerce is seeking to check. The un- 
initiated may regard participation of lawyers in 
this movement as a killing of the proverbial 
goose. But times have changed since lawyers 
sang that old song which wound up: 

“Pull up your chairs and light bumpers fill, 

To the jolly testator who makes his own will.” 


Modern lawyers favor the consulting branch 
of the law and recognize that needless law suits 
can be avoided only by substituting consulta- 
tion for litigation. 

Business men agree with them if the replies 
received by the Committee from leading captains 
of industry may be accepted as a criterion. 
Lewis E. Pierson, Chairman of the Board of Di- 
rectors of the Irving National Bank, answered 
that formal legal instruments and also contracts 
should be drawn by competent lawyers. He 
added that all agreements should be reduced to 
writing, that counsel should be consulted to 
clear up uncertainties, and that more time and 
attention should be devoted to an investigation 
of the other parties to a contract before any 
business relations were concluded. 


Four-fifths of the cases coming before the ar- 
bitration committee of the Produce Exchange, 
declared Welding Ring, for many years a mem- 
ber, grew out of the careless manner in which 
contracts had been drawn. ‘Parties are so apt 
to forget just what their intentions were,” he 
remarked, “‘or conditions may change and their 
views change with them, but if all particulars 
are stated definitely in the contract, then there 
can be nothing left for disagreement.” 


Alexander C. Humphreys, of Humphreys & 
Miller, Consulting Engineers, wrote that he had 
arranged for the graduating class of Stevens to 
have a short course of lectures from a promi- 
nent, common-sense lawyer to “impress upon 
them the necessity not only of appealing to an 
expert in law, but also to impress upon them 
the necessity of being careful in the selection of 
that expert.” 


The remedy lies in, first, more frequent con- 
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sultation of the lawyer, and _ sec- 
ond, knowledge by business men of 
the principles of business law, so 
that they may (a) know when to con- 
sult a lawyer, (b) know how best to present to 
the lawyer important facts respecting a given 
transaction, and (c) have some logical basis 
upon which to judge the ability of the lawyer 
consulted. 


ONTRACTS of employment frequently in- 
¢ volve interesting questions under the Stat- 
ute of Frauds. One of these is contained in a 
letter received by The Pace Student. In part 
the letter reads: “A gets hurt in an accident. 
He makes a settlement with the understanding, 
which was given orally, that he will receive a 
position. Could A hold the party on the con- 
tract?” 


If the question “Can A hold the party on the 
contract?’’ means “Can he compel specific per- 
formance?,’”’ the answer is in the negative, for 
the reason that, if it be a valid contract, money 
damages would compensate for the breach. 


The validity of this contract depends upon 
whether or not the law requires it to be in writ- 
ing. On this point the statute provides that all 
contracts which cannot be performed within one 
year from the making thereof must be in writ- 
ing. This provision is so construed that if by 
any possibility the contract may be performed 
within the year, it will be held valid. If by 
the happening of a contingency, such as death, 
the contract would be performed, then it need 
not be in writing. There is a distinction be- 
tween the performance of a contract, and its 
termination, by virtue of a contingency. Should 
the contract be merely terminated, it is void. 
Hence, to answer the question fully, it is neces- 
sary to consider whether this contract was: 


(a) For a specified length of time longer 
than one year; 

(b) For an indefinite period of time; 

(c) For the life of the person who was in- 
jured. 


Assuming the contract was for five years, it 
would be void, for death within the year would 
terminate it and would not result in perform- 
ance. It must be remembered that the contract 
dates “from the making thereof.” Even though 
the term of service is for one year or for a 
shorter period of time, if the term ends beyond 
one year from the making of the contract, it is 
void. Should a contract be for exactly one year 
from the date of making, it is held valid. 


Another class of contracts consists of those 
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Contracts 


Question 


and - 


Answer 
Depart- 
ment 


LEASE explain why Treasury 

Stock is treated as a reduction 
of Capital rather than as an asset 
on the Balance Sheet. I have in 
mind a statement of a well-known authority, as 
follows: “Stock which has been issued and is 
later acquired, either by gift or purchase, is 
known as ‘treasury stock’ and should appear on 
the books as an asset. It represents property of 
more or‘less value and is not a deduction from 
the outstanding capital stock unless it is retired 
by due process.” 

In the August issue of The Pace Student, on 
page 143, you state as follows: “It should be 
noted that the Treasury Stock and Treasury 
Bonds are not assets, and should not appear as 
such on the Balance Sheet, but should be de- 
ducted on the liability side from the authorized 
capital stock and authorized bonds.”—J. T. 

In the event that a corporation lawfully acquires 
its own stock, we have, in the absence of a can- 
cellation and retirement of the stock by formal 
process, a condition in which the corporation 
holds its own formal capital stock certificates. 
These certificates are commonly known as 
Treasury Stock, and, pending their cancellation 
or sale, it is proper to record the stock in a 
ledger account which will appear with a debit 
balance. So far, no doubt, we are in agreement 
with the authority you quote. 

When the Treasury Stock is retired by due 
process and cancelled, we debit Capital Stock 
and credit Treasury Stock. The ownership of 
values, i. e., assets, is exactly the same after the 
cancellation as it was before. Real asset value 
would not be destroyed by this procedure. 

If cancellation of Treasury Stock does not ex- 
tinguish asset value, we must conclude that the 
Treasury Stock before retirement was not in it- 
self asset value. In fact, it is merely an offset 
to an equal number of shares recorded in the 
Capital Stock account. 

In the event that the stock is sold, a different 
condition arises. Asset value presumably is re- 
ceived by the corporation, and we have an addi- 
tional amount of outstanding stock. This is a 
very different situation from the one which ex- 
ists immediately before the sale, in which the 
Treasury Stock is merely a formal evidence of 
proprietorship interest entirely under the con- 
trol of the existing proprietorship. 

To state the proposition in other words, the 
outstanding Capital Stock represents the owner- 
ship of the net asset value of the corporation, 
and, together with the surplus, it must equal the 
excess of the assets over the liabilities. To in- 
clude in the assets an amount representing own- 
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ership in those assets would un- 
questionably be a duplication. Own- 
ership in the corporate fund of as- 
sets, cannot logically be considered 
as a part of that fund. Otherwise, we must ac- 
cept the inconsistency of a thing representing 
ownership in itself. In brief, Capital Stock can- 
not at the same time represent both ownership 
and the thing owned. 

Practically the same reasoning applies to 
Treasury Bonds. A bond of the ordinary type 
is a negotiable instrument. For the sake of sim- 
plicity, therefore, let us reduce the problem to 
its fundamental aspects. Let us assume that 
you take the form of a promissory note and fill 
it out so that it reads that you promise to pay 
to bearer $1,000,000 one year from date. You 
then hold the note in your own possession. 
What entry? Possibly if you had a real inten- 
ton of negotiating the note, you would want to 
record it in some manner. In that event you 
might call it a Treasury Bills Payable and debit 
an account raised under that name for the 
amount of the note and credit an equal amount 
to Bills Payable. Is the item of $1,000,000 an 
asset? If so, why not make it $5,000,000 or 
$10,000,000? 

The same condition holds with a corporation. 
Bonds, subject to certain restrictions as to 
amount, may be issued. After formal authoriza- 
tion they are signed and sealed, after which 
they are ready for delivery if sold. We ordinar- 
ily speak of the bonds being issued when they 
are thus ready for delivery. It is necessary to 
record the bonds and to guard them carefully 
for the reason that if they come into the wrong- 
ful possession of any person from whom a pur- 
chaser acquires them in good faith, they are 
valid in the hands of such purchaser against the 
maker. Therefore, extra precautions must be 
taken to guard them. Nevertheless, whether 
bonds are part of an original issue or whether 
they have been returned after once being sold, 
they are, in theory, an offset to an equal amount 
of liability recorded in the accounts. Treasury 
Bonds on the debit side are an offset to the bond 
liability on the credit side. 


The confusion arises in both instances from 
anticipating a condition that may arise. We are 
willing to agree that Treasury Stock in many 
instances can be sold and a real asset may be 
secured in exchange therefor. The same can 
be said of Treasury Bonds. There is, however, 
a fundamental difference between the financial 
condition before and after such a sale. In our 
treatment, for the purpose of financial display, 
we recognize the difference while still display- 


Question 
and 
Answer 
Depart- 
ment 
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ing on the balance sheet every item 
that the other method discloses. 

Practically, the display of the 
Treasury Stock on the asset side of 
the Balance Sheet works no serious harm, for 
the real situation is clear enough to anyone who 
relies on the Balance Sheet for information. 
However, as a matter of strict theory and tech- 
nical display, there can be no doubt of the cor- 
rectness of the position we take. 


In case it is customary to charge incoming 
freight on machinery to the Machinery Account, 
and a machine is received by express, the 
charges being about six times that of freight or 
perhaps more, is it proper to charge a propor- 
tionate amount—figured at the freight rates— 
to the Machinery Account and the balance to 
a Miscellaneous Incoming Transportation Ac- 
count?—J. F. B. 

As a fundamental principle of accounting, we 
capitalize items at their cost. Ordinarily we in- 
terpret cost as the amount necessary to place 
the things we use in our possession. We, there- 
fore, add to the purchase price all necessary 
carrying charges incident to bringing the article 
to a place where it can be used. If we attempt 
to set up an arbitrary amount other than cost, 
we find ourselves immediately in a sea of diffi- 
culty. We have to differentiate between trans- 
portation, and say that a different principle ap- 
plies depending on the means of transportation, 
that is, whether the article is carried by pack 
mule, by canal boat, by freight train, or express 
train. Again, a piece of machinery might be 
bought at an unusually high price, due to the 
fault of the buyer or to abnormal conditions. In 
such an event we could hardly expect to charge 
the excess cost to operation. Inversely, if we 
bought a machine at a very favorable price, say 
40 per cent. below the normal price of the 
article, we would hardly be justified in crediting 
up the theoretical saving as an income. In all 
of these matters it is impracticable to set up a 
theoretical value to be used instead of the actual 
cost value. Throughout all accounting, in fact, 
we adopt the cost value as the basis of capitali- 
zation; and, everything considered, no better 
rule can be found. 


We must recognize the fact, however, that 
certain of these assets after acquisition will 
stand upon the books at an undesirably high 
value. Our recourse in such a case is to set up 
a reserve for depreciation sufficiently large to 
reduce the value during the early life of the 
asset to a reasonable basis. In this way we 
would meet the situation which our questioner 


has in mind, and we would not vio- 
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is essential to the current state- 
ment of facts. 

We are especially pleased to have had this 
question raised because of the far reaching im- 
portance of the principle involved. Clear think- 
ing on fundamental matters of accounting prin- 
ciple and technique, however, can bring us to 
no other answer than the one given. 


Please explain what is meant by the term 
“issued.” I thought “issued”? meant that the 
stock, etc., had been disposed of. However, as you 
use the term in the quizzer on Lecture VIII on 
Corporation Accounting it is evident that I am 
wrong, for you state as follows: 

“For the purpose of acquiring this industry, 
The National Gas Company was organized April 
1, 1899, with a capital of $100,000, and after pur- 
chasing all of the stock the American Company 
issued $100,000 of first mortgage 6 per cent. gold 
bonds, dated April 1, 1899, due April 1, 1929, 
interest payable January 1 and July 1 of each 
year.” 


Later you state, “The National Company used 
all of its capital and $90,000 first mortgage 
bonds, holding in reserve $10,000 of bonds for 
improvements.”—J. T. 


Bonds, when signed and sealed are considered 
to be “issued.”’ Delivery must take place, how- 
ever, before a liability attaches. In speaking of 
capital stock, the common practice is to include 
delivery in the term “issue.” Stock is not so 
likely to be held in suspension between the exe- 
cution of the certificates and delivery. This 
practice accounts for the use of the term “is- 
sued” in the proposition, which, by the way, is 
taken from a C.P.A. examination. 


A manufacturing concern produces two prod- 
ucts, which are in no way related as by-prod- 
ucts; that is, the method of manufacture of 
one is entirely distinct and separate from the 
other. The cost of the raw material can, of 
course, be kept separate, as can the manufac- 
turing and shipping costs. However, both prod- 
ucts are handled by the same selling staff; they 
are sold to the same trade; their costs are not 
nearly equal:—the cheaper product at the pres- 
ent is the easier sold, not because it is a substi- 
tute for the other, for it is not. The two articles 
have entirely different uses. Can you suggest a 
way of arriving at a fair basis for dividing the 
selling cost between the two articles?—H. E. W. 

If the actual cost of selling each of the two 
products can be determined in any definite man- 
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Experi- 
ence 


COMMON inquiry on the part 
of students who live in cities 
or in country districts where 

little opportunity is afforded for ob- 
taining practice with Accountancy 
firms, is “How can I secure experi- 
ence in Accountancy practice?” 

It should be understood that Ac- 
countancy in its present develop- 
ment in the United States is con- 
fined very largely to the principal 
cities. New York, of course, has a 
greater number of practicing ac- 
countants than has any other Amer- 
ican city, although Chicago, Phila- 
delphia, Boston, and a number of 
other large cities have a considera- 
ble group of professional account- 
ants. In each of at least fifteen or 
twenty of the principal cities of the 
country the practicing accountants 
are strong enough to maintain a 
professional society for the discus- 
sion of their problems, and for the 
promotion of the interests of Ac- 
countancy in general. 

In view of these facts, it becomes 
necessary for the prospective ac- 
countant to select a city in which 
to secure his professional practice. 
This practice should be sought with 
a firm of accountants of standing, 
and the prospective employee 
should look as much to the training 
to be secured as to the financial re- 
turns that he will receive during his 
probationary experience. New York 
affords the widest selection of firms 
with whom employment may be se- 
cured. It therefore attracts a 
large number of young men who 
find it necessary to move to a city 
to secure the coveted experience. 


Positions in an Accountancy of- 
fice can rarely be secured by long 
distance communication. Employers 
almost invariably insist upon meet- 
ing their prospective employees for 
a personal interview. This is true, 
aside from other reasons, because 
each employee to a considerable ex- 
tent represents the employing ac- 
countant in professional matters. 
General education, good personality, 
and professional appearance are 
very essential, and these matters 
cannot be judged satisfactorily with- 
out a personal interview. 


The prospective employee, there- 
fore, should arrange to come to the 
city for the purpose of securing a 
personal interview. He should be 
able to take care of himself without 
regard to income from employment 
for a considerable period of time, 
six or eight weeks at the least. It 
often happens that employment can 
be secured in a very short time, 
especially at busy seasons of the 
year, but, on the other hand, weeks 
may elapse before a favorable op- 
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portunity is secured. Of course, if 
the young man possesses excep- 
tional academic education, and has a 
good personality, and in addition is 
a graduate of a recognized Account- 
ancy course, his opportunities are 
much better than if he does not 
possess these advantages. Business 
experience enters in to a considera- 
ble extent, for the reason that a 
prospective employee who has man- 
agerial and other organization ex- 
perience is apt to develop much 
more rapidly than a young man 
without qualifications of this nature. 

To sum up the matter, the young 
man who must change his location 
in order to secure accounting ex- 
perience, should secure all possible 
academic and educational develop- 
ment before making the change. He 
should then come to a city that af- 
fords a wide range of selection, and 
he should be prepared to maintain 
himself until he is fortunate enough 
to secure a position. During the 


first year of employment he will . 


usually be able to earn from $800 
to $1200, depending upon his edu- 
cation and experience; and financial 
returns of this amount should look 
especially good to him when com- 
parison is made with the returns of 
the young lawyer, or of the young 
physician during the first year or 
two of his practice. Planning and 
courage are required to carry out 
this part of the program of develop- 
ment as a professional man, but the 
way is clearer and the hardships 
less in Accountancy than in the 
case of any other profession. 


HE American people rank last 

in thrift, according to J. Li- 

oneberger Davis, Vice-Presi- 
dent of the St. Louis Union Trust 
Company, who addressed the Con- 
vention of the National Association 
of Life Underwriters in St. Louis 
recently. 

“Tt is significant,” he said, “that 
in the United States where wages 
are notoriously high, only 99 peo- 
ple of each 1,000 have savings ac- 
counts, whereas in Australia there 
are 300, in England 302, in Germany 
317, in France 346, in Belgium 397, 
and in Switzerland 554. It is also 
significant that in Germany, France 
England, and Japan, the number of 
depositors is greater than in the 
United States, and that in Germany 
the aggregate amount of savings de- 
posits is almost as large as the ag- 
gregate in the United States, al- 
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though Germany’s population is only 
about two-thirds as large as our 
own. 

“Banks and insurance companies 
are performing services that are 
educational in every sense of the 
word and are doing more than a 
thousand times more than any other 
agency to reduce poverty.” 


HE fact that an increasing 
number of college men are be- 
ing won from professional pur- 


Thrift 


College 
Train- 


suits by the allurements of business 7 Fo) 


and industry, was stated by Ernest 
Martin Hopkins, in a speech which 
marked his installation as the elev- 
enth president of Dartmouth Col- 
lege. 

“In training for leadership, the 
influence of the college in years 
past, unconsciously perhaps, has 
been to set college men apart in the 
communities in which they lived,” 
said Mr. Hopkins. 

“The requirement now is emphat- 
ically the reverse. The change has 
been wrought very quickly, and the 
men now going into the professions 
from our colleges are far outnum- 
bered by those seeking the newer 
career. 

“We have as a people specialized 
so completely in recent years on 
claiming rights that our senses of 
obligation and responsibility have 
become atrophied. Authority has 
been weakened not only in State 
and Church but in home and school, 
until it commands less respect even 
than obedience. Amid all this some- 
how the conviction has begun to 
grow that dilettante philosophizing 
about rights and claims to oppor- 
tunities which have not been earned 
offer too little compensation to con- 
structive accomplishment for what 
society is called upon to sacrifice in 
the character of the individuals who 
compose it, through their being so 
little called upon to acknowledge any 
authority of any kind whatsoever. 

“Development of our national life 
has been shown to be far short of 
the standard to which it was sup- 
posed to have attained, and in many 
of our attributes we have been 
proved more a group of people than 
a nation.” 


B. A. DUSENBURY, of Cobleskill, 
N. Y., Pace Institute of Account- 
ancy, Extension Division, has joined 
the staff of A. S. Fedde & Co., Cer- 
tified Public Accountants, 55 Liberty 
Street, New York City. Mr. Du- 
senbury was formerly connected 
with the Farmers & Merchants 
Bank, Cobleskill, N. Y., and has 
been acting as deputy treasurer of 
Schoharie County, N. Y. 


W. 
Sanders 
Davies 
C. PA. 
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Rail- 
road 
icholar- 
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young men desiring to obtain suc- 
cess as practising accountants. 


Busy as Mr. Davies is with the 
many problems of his own highly 
successful firm and with the affairs 
of the Institute, he has time for a 
cheery greeting and a warm hand- 
shake for all who wish to have a 
face-to-face word with him, what- 
ever their business. Since he is a 
man who in appearance and manner 
shows that he likes his fellow mor- 
tals and trusts them, it is but natu- 
ral that they in turn should like and 
trust him, and delight to do him 
honor. 


NOTHER evidence of the high 

value placed by corporations 

upon the practical education 
of their employees is seen in the 
recent action of the Pennsylvania 
Railroad in awarding scholarships 
to the children of certain of its em- 
ployees. 
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Officials of the railroad recently 
announced that the Frank Thomp- 
son scholarships, established in 
memory of a former president of 
the road, had been awarded to 
Frank Leslie Campbell, of Philadel- 
phia, and Wiilard Bryant Hafford, 
of Columbus, Ohio. The scholar- 
ships were established in 1907 by 
Mr. Thompson’s children. 


The purpose is to enable children 
of deceased or living Pennsylvania 
employees to obtain a technical ed- 
ucation. Campbell, who is seven- 
teen years old and a graduate of 
the West Philadelphia High School, 
is the son of A. J. Campbell, a 
draftsman in the Philadelphia ter- 
minal division. Hafford is twenty- 


three years old and was graduated 
from the North High School, Co- 
lumbus. His father, J. W. Hafford, 
is dead. 


Nineteen applicants contested for 
the scholarships; eleven from lines 
east of Pittsburgh, and eight from 
lines west. The scholarships go to 
the contestant in each division hav- 
ing the highest average. 


LOUIS SEVRIN, Newark School 
of Accountancy, who was formerly 
employed as Assistant Credit Man- 
ager by Schwary & Son, has been 
engaged as Cost Clerk by the 
Sackett & Wilhelm Company. 


EDWIN A. PALM, Pace Institute 
of Accountancy, has been engaged 
as General Bookkeeper by the 
American Chicle Company. Mr. 
Palm was formerly employed by 
the Hudson Trust Company. 


Your Market Value 


What is your market value in Business? 
now with should go out of existence or should be consolidated with another, and 
you should lose your present position. Suppose you should be asked to resign for or 
without a reason. Suppose, being dissatisfied with your work or with your prospects 


of advancement, you should desire to make a change on your own initiative. 


Suppose the concern you are 


Where 


would you go? What would you do? What could you earn? How big a demand would 
there be in the open market for your experience in Business and your knowledge of 


Business? 


What is the source of market value in Business—what produces it? You will 
agree that it is knowledge — knowledge that finds expression in a mastery, not of the 
details of a particular business, but of the fundamental principles and processes that 
underlie all Business; in the power to take a broad view of the application of these 
principles and processes; and in the ability to think and reason about them consist- 


ently and logically. 


In order to secure knowledge and thereby develop market value, you must utilize your 
personal overtime in the study of subjects that will give you a controlling grasp of 
Modern Business as a science—the subjects of Organization, Management, Finance, 


Accounting, Law, and Applied Economics. 


The general subject that covers these 


specific and allied subjects is Accountancy and Business Administration. 


The Pace Standardized Courses in Accountancy and Business Administration, which are 
conducted in 61 schools in 47 of the most progressive cities in the country, have de- 
veloped and are developing the market value of hundreds of young men and women 
by equipping them to become either Certified Public Accountants or the holders of 
important executive positions in private organizations. 


New classes will be formed in January and February, 1917. 


pamphlets are available upon request. 


“Your Market Value,” by Horatio N. Drury. 
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Cash 


A 
Question- 
aire 


=~, ASH is an asset that 

i) we may properly ap- 
proach with mixed 
emotions—with re- 
spect, with some caution, and 
with considerable affection. We 
respect it in the business organi- 
= zation for the independence of 
action that it assures. A concern strong in cash 
can buy well and sell when it chooses; it can 
take advantage of every economy to be secured 
by the purchase of suitable equipment and the 
employment of proper help; and it is the one 
final and complete defense against commercial 
disaster and insolvency. 


We should view the asset cash with caution 
because it is the asset most subject to attack. 
Of all assets it is the most attractive to the thief 
and the embezzler, and extraordinary precautions 
must be taken to protect it. 
It must also be safeguarded 
against the attack of honest 
but energetic persons who 
wish to possess it in ex- 
change for assets that may 
be slow or unprofitable in 
realization and for services 
that may be grievously over- 
valued. In fact, cash is so 
difficult to control and re- 
tain that aman not seasoned 
by long commercial experi- 
ence may easily lose it with- 
out receiving the benefits 
which it should command. 

Finally, and for very per- 
sonal reasons, we view the 
asset cash with affection. It 
is the token that commands 
the theater ticket, the fall overcoat, the good 
lunch, and the six-cylinder automobile. The 
jingle of coins is pleasing to the ear, and the 
yellow and green in the wallet is soothing to the 
eye. We like the root of all evil. 

Vivé cash! 


QUESTIONAIRE, my dear sir, for your 
personal and confidential use: 

Am I selling my services for a satisfactory 
price, satisfactory in view of the ability I possess 
and the market available? Do I exchange my 
salary or other returns wisely and economically 
for the things I need? Do I save a bit for the 
rainy day? Am I developing my ability in a 
way that will have a vocational effect? Allow- 
ing for a reasonable amount of discontent which, 
as an aspiring man, I may legitimately have, 
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am I happy in my work? Am I 
doing my share and a little more, 
as a son, a brother, a husband, a 
neighbor, a citizen? 

If a negative creeps in, take thought as to 
a remedy. Real, joyous living requires an af- 
firmative on every point. 


ON’T be a second-hand thinker, especially 
upon matters appertaining to Business. 
If you borrow a thought, an idea, a plan, a 
scheme, a method from somebody else, and 
forthwith try to put it into effect without maul- 
ing it over with your own mental faculties, you 
become a second-hand thinker, a second-rate 
thinker, a thinker that doesn’t think. 


Borrow brain products from anybody, any- 
where, to-day, to-morrow, and all the time, for 
borrowing and appropriating are of the essence 
of real education, real de- 
velopment. But don’t stop 
with the borrowing; scru- 
tinize what you borrow 
through the eye of the dis- 
cerning mind; weigh it 
carefully in terms of your 
own knowledge; modify it 
and improve it to suit your 
own needs and purposes, 
discarding what is irrele- 
vant and retaining only 
what you can use and ap- 
ply. Regard every thought 
or idea, no matter how pe- 
culiarly the grist of some- 
body else’s mental mill, in 
the nature of a _ personal 
discovery. 

Thus, that new selling 
plan that you hit upon, that new accounting sys- 
tem, that new advertising method, that new col- 
lection scheme, can be made to work, to serve 
your ends. Unless it will do this very thing, you 
want none of it anyway. Don’t be a second- 
hand thinker. 


N each succeeding generation new conditions 
arise and the tools of commerce are changed. 

The young man of this generation seeks success 
and strives for the best means of attaining suc- 
cess as did his father before him in a business 
generation that is gone, but he confronts differ- 
ent combinations, different tendencies, and dif- 
ferent physical conditions. The business moral- 
ity of a former generation is revamped; the atti- 
tude of government to business is changed; and 
the equipment with which he must work bears 


Second- 
hand 
Thinking 


Business 
Tools 


Conserv- 
atism 


little resemblance to the equipment 
that aided his father in his commer- 
cial battles. 

It always seems, in view of the 
struggle of the hour, that all the golden chances 
for success have passed by—that the opportunity 
for profit and honor is small in comparison with 
the opportunity of yesterday. The thoughtful 
young business man, however, is compelled to 
dismiss this idea, because he has around him the 
Fords and the Woolworths of today, who are 
achieving startling successes, just as the Rocke- 
fellers and the Harrimans achieved the business 
successes of yesterday. 

Success, in fact, comes to men of every gen- 
eration in every country. A few of the successes 
come through special privilege, or blind luck, 
but by far the greater number come to men, 
who, with clear-headed energy, meet the necessi- 
ties and conditions of the business generation of 
which they are a part. The production of a re- 
liable and low-priced motor car, the manufacture 
of a satisfactory sound reproducer, the improve- 
ment of the moving picture, the establishment 
of retail stores dealing in merchandise in low- 
priced grades and qualities—all these are but 
successful answers to insistent business demands 
of to-day. 

We must conclude, therefore, that successes 
are waiting to be won, but that to share in the 
business success of this generation we must meet 
the conditions of to-day and to-morrow by means 
of the use of the tools of to-day and to-morrow. 
The most important tool—scientific knowledge— 
is available to the average young man by means 
of the proper utilization of his spare time. With 
the issues thus squarely put before him, it is but 
a question of his ability to grasp the situation 
and of his energy to meet it. 


UR automobile editor says: It does not 

pay to adjust the carbureter when the 
motor is pulling well. Many energetic house- 
wives lose their maids because they cannot re- 
frain from managing when management is not 
needed; likewise, many a business has been 
wrecked because the proprietor could not let 
well enough alone. 


HROUGHOUT all commercial transactions 

wherever and whenever doubtful matters 
are to be decided, a conservatism should be prac- 
ticed that amounts almost to a universal prin- 
ciple or law—a principle that operates as a 
Safety First measure to the business enterprise. 
If depreciation is to be reserved, it is safer to 
overestimate the amount than to underestimate 
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it. It is better to scale down in- 
ventory values than to write them 
up. It is better to over-anticipate 
losses in the collection of accounts 
receivable than it is to underestimate them. 
If a dividend is to be paid, safety lies in making 
the payments too small rather than too large. In 
a thousand instances, of which the ones given 
are typical examples, we should invoke the prin- 
ciple of conservatism. Do you understand and 
practice this fundamental principle of business 


success? 
I Aish find him everywhere — the faultfinder. 
To him everything that is, is wrong, partly 
wrong anyway. He complains of the office lay- 
out, of the poor light, of the noise that jars his 
nerves, of the way the telephone girl answers 
and gives calls, of the amount of work he has to 
do, of the meager salary he gets, of the pull that 
other fellows have, of the inefficiency of the sell- 
ing staff, of the mistakes in business policy by 
the officers and directors. Every large office 
staff has its habitual faultfinder who is everlast- 
ingly “blocking the path of progress, scattering 
the seeds of distrust, poisoning the minds of 
those who listen, marshalling the forces of un- 
reason, casting shadows on the sun, dimming the 
light of the stars, and mocking the hopes of 
humanity.” Away with him! 


O you say you are “tired of working for 

the other fellow? All right. We suggest 
a remedy for that tired feeling. Pretend you 
are the boss. You are working for yourself. 
You, as “boss,” look over yourself, as “clerk.” 
Inspect your work. Make a list of the things 
you have done better than they were done be- 
fore. Scrutinize your efficiency. Be candid in 
your judgment, and see whether you will pro- 
mote yourself, or fire yourself and hire some 
other fellow. 


66 IMPKINS is too big a man to prove the 

receivables,” remarked the boss as S. 
strolled in with a cigar after a two-hour lunch. 
“He ought to be running a railroad or a trust 
company. I am not going to stand in his way, 
either, at least not after 1 p. m. Saturday next.” 


Lack of physical exercise makes the muscles flabby. 
Lack of mental exercise makes the brain soggy. 
Keep fit physically and mentally. 


Some men are missing— pulling their load with five 
cylinders and missing with the sixth. Do you “miss”’ 
on courage, energy, optimism, stability, or any other 
essential quality? 


The 
Fault- 
finder 


Your 
Own 
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HE advance in the 
cost of food sup- 
plies brings many 
professional prob- 
lems to the accountant for so- 
lution, to say nothing of the per- 
sonal one which he confronts in 
keeping his own larder well 
stocked with the necessaries of life. 

Especially in giving advice in respect to the 
management of a restaurant—whether that trou- 
ble-producer is operated as a department of a 
hotel or is one of several activities of a club or 
an institution, or is operated as an independent 
commercial venture—the heavy increase in the 
cost of the supplies used raises many questions 
in respect to prices to be charged, the size of 
portions to be served, the dishes to be featured, 
and the qualities to be used. The problem is not 
quite so pressing in the case of a hotel or insti- 
tution in which a restaurant loss may be offset 
against income received from some other source, 
but in the case of the independent restaurant 
the very continuance of the venture is dependent 
upon a satisfactory treatment of these problems. 


In analyzing restaurant results the first thing 
to determine is the relation between food costs, 
i. e., the cost of the food as it is delivered in the 
kitchen, to the income. To the layman the per- 
centage that the cost of food bears to the income 
is surprisingly high. In commercial restaurants 
the cost of the food is apt to be 50 per cent., or 
even a greater percentage, of the income, while 
in an institution or club the cost of the food, 
even under good management, is apt to run 60 
per cent. to 70 per cent., and in some cases even 
higher. The percentage is dependent, of course, 
to a considerable extent on the schedule of prices 
charged, and it is, therefore, necessary to deter- 
mine what the percentage should be in the par- 
ticular restaurant. Thus, it may be the policy 
of a club to maintain rather a low schedule of 
rates, in which case the percentage of food cost 
would naturally be higher than would be the 
case with normal commercial charges for the 
food served. In any event, a percentage that 
measures a reasonable relation, taking into ac- 
count the prices of food, the rates charged, and 
the portions to be served, must be established as 
a measure against which results may be ob- 
tained. Thus, in a group of related institutional 
restaurants, a percentage of 65 per cent. was ob- 
tained as the reasonable percentage that the cost 
of food supplies might bear to the income. 


After the determination of a reasonable per- 
centage, the restaurant manager should watch 
the relation between cost of food and income 
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closely. If the percentage of food 
cost rises, he knows that it must be 
due to one or more of the following 
causes: 


1. Increased Purchase Price of Food Used. 
The increase, as is now commonly the case, may 
be due to a general advance in the price of 
commodities. Nevertheless, no matter what the 
current prices may be, there is a possibility of 
a heavy percentage of excess cost due to poor 
buying. Supplies may be bought in small quan- 
tities from day to day. The steward or other 
employee may buy from a very few concerns 
without any attempt to shop for favorable prices, 
and there is a possibility of graft by reason of 
placing orders with particular concerns. These 
matters must all be taken into account and stud- 
ied, especially when prices are advancing, for the 
management is too apt to accept all of the ad- 
vance as due to the advancing state of the mar- 
ket with which he is familiar. 

2. Theftor Waste of Food Supplies. A very 
common cause of an increase in the percentage 
is the theft or waste of the supplies after they 
are received in the kitchen. This element of 
loss is controlled to a large extent by a proper 
system of stores, involving the detailed checking 
in of goods as they are received, and the issu- 


ance of the supplies, wherever practicable, on 


requisitions. An inventory of the supplies should 
be made at least once a month, in order to de- 
termine the actual cost of supplies used. This 
inventory is facilitated by the proper kind of 
a stores system. 

It must be borne in mind that certain kinds 
of food supplies cannot be handled on requisi- 
tion with the exactitude that is possible in han- 
dling factory stores. This is especially true in 
respect to milk, cuts of meat, chops, and the 
like, which are apt to be bought in quantity and 
used as needed. It does not apply, however, to 
canned goods, bottled goods, and a greater part 
of the dry groceries. 

In a large restaurant there must be in the ac- 
counting records an analysis of the cost of sup- 
plies into enough classifications to enable the in- 
creased cost to be traced to a particular kind 
of supplies. Thus, a classification may be kept 
for cream and milk, another for fish, another for 
poultry and game, and so on. A suitable classi- 
fication localizes results so that increases from 
whatever cause may be located. 

In addition to all accounting precautions and 
aids there must be efficient supervision to pre- 
vent operating loss. The management must 
make effective use of odds and ends, and there 
must be the disposition on the part of the chef 
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and his assistants to economize and 
to prevent waste. 

3. Carelessness in Serving Por- 
tions. Effective restaurant manage- 
ment requires that definite amounts shall be al- 
loted to portions, and that care shall be exer- 
cised that these amounts are not exceeded. The 
amount served in a cut of beef, for example, 
may be increased 30 per cent. or 40 per cent. by 
mere carelessness in carving, and the same fact 
holds true in respect to many other portions that 
are served. Care must be taken, therefore, to 
determine proper portions, and supervision must 
be exercised to see that these portion sizes are 
maintained just as closely as is practicable. 


4. Menu and Prices. A great deal depends 
upon menu and the relation of the prices 
charged for the various portions. A dish in 
which the food cost is low, as is often the case 
with a ragout or stew, may command relatively 
a higher price than a dish in which the food cost 
is high, such as roast beef. The menu should be 
designed, therefore, to contain as large a propor- 
tion of profitable dishes as practicable, and these 
dishes should be featured by a special type and 
in other ways, so as to deflect the patronage to 
dishes in which the percentage of food cost is 
low. It should be remembered that the final 
percentage of food cost to income averages over 
all of the dishes. Good management, therefore, 
requires that the portions with low food cost 
should always be sold, if possible, in preference 
to the portions with high food cost. Theoreti- 
cally, the prices charged should always give due 
weight to these differences, but as a matter of 
practice it is not always possible to charge the 
price that a dish should really command. A good 
restaurant manager, therefore, always gives seri- 
ous consideration to the menu, not only from the 
viewpoint of providing appetizing foods, but 
from the viewpoint of cost. 


5. Incidental Cost of Food Supplies. In nearly 
all restaurants there are a number of food sup- 
plies that are used incidentally—bread, butter, 
sugar, cream, catsup, and the like. So far as 
custom will permit in the particular class of 
restaurant, these items must be placed on a 
charge basis. A notable instance of this has 
been the recent action on the part of dining-car 
service on railroads to make a charge for bread 
and butter. In practically no dining car is 
bread and butter served without a _ ten-cent 
charge. This practice has not been found gen- 
erally applicable in restaurants, although it has 
come into practice to make an extra charge for 
cream when it is served with coffee, and for all 
relishes, such as pickles, olives, and celery. 
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The restaurant manager, may, 
however, adopt various means to 
economize in the use of incidental 
food supplies. Thus, if one piece 
of butter is served at a time, and the guest must 
secure additional butter from a waiter, the cost 
for butter in a restaurant will be less than if a 
plentiful supply is made available to each guest. 
The same is true in respect to bread. 

In the case of special sauce and relishes, such 
as chili sauce, tomato catsup, and Worcester- 
shire, they should be held in reserve by the 
waiter and supplied only upon request. Nearly 
every guest will use relishes of this nature if 
they are placed on the table, while only an oc- 
casional guest will think of a relish and ask for 
it specifically. As an aid to economical manage- 
ment, therefore, the practice is as stated, to keep 
these special relishes in reserve. 


In all of the matters incidental to food cost 
there is an opportunity for considerable saving 
without in many cases unduly limiting or affect- 
ing the patronage. Of course, the general na- 
ture and policy of each restaurant must be taken 
into account in working out a policy in respect 
to the incidental food supplies. 


An analysis of the cost of food must take into 
account all of the foregoing factors. If a proper 
accounting system is in operation that provides 
for inventories and for proper classifications of 
food costs, the results can be presented in state- 
ments and by charts in such a manner that the 
management can supervise much more closely 
and effectively than would be the case without 
proper accounts. In any event, the real cost of 
the food used must be studied in relation to in- 
come, and such an analysis must be made of the 
cost as will enable the management to locate 
losses due to ineffective buying, theft, or waste, to 
carelessness in serving portions, or to ineffective 
planning of menus and the prices to be charged. 


The accountant has not by any means ex- 
hausted the field of study when he has analyzed 
the situation and determined facts in respect to 
all of the foregoing matters. He still must con- 
sider the cost of the preparation of the food, the 
cost of serving it, and the overhead expenses of 
rent, gas, electric light, and general management. 
The chef, of course, is the czar of the kitchen, 
around whom everything revolves. More often 
than not he brings his own crew, and he has his 
own ideas as to what work shall be done by men 
and what work shall be done by women. The 
matter of the effective and economical prepara- 
tion of the food is half solved when the proper 
chef is employed, and the problem of securing a 
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N this month’s issue of The 

Pace Student we conclude the 
abridged reprint of the pamphlet, 
“Fundamentals of a Cost System 
for Manufacturers,” issued by the Federal Trade 
Commission. Believing that this publication 
prepared by the Government’s Commission would 
be of interest to many of our readers, we have 
devoted space in our magazine to the presenta- 
tion of the text of the pamphlet. It is under- 
stood that this presentation does not constitute 
an indorsement by The Pace Student, either of 
the views expressed in the publication or of the 
manner of expression. 

Our comments on the text follow at the close 
of the reprint. 

“A system for recording the costs of a con- 
tinuous product is a much simpler one than a 
system for recording the cost of job work, be- 
cause in the former costs are figured depart- 
mentally or by processes instead of by jobs. 
The accounts are practically the same, except 
that there is not the necessity for the same de- 
tailed analysis as in the job cost system. 

“The business must be departmentalized as 
the first step, and the departmental divisions 
carefully observed, as otherwise true costs will 
not be obtained. The departmental divisions are 
different from the job cost divisions, as these 
should be by processes, regardless as to whether 
the work is of similar character or not. 


“Material is handled in the same way in both 
systems as far as purchases and delivery to 
stock room goes, but in a slightly different man- 
ner after it is requisitioned out. It will be nec- 
essary to open a material account for each de- 
partment. As the material is withdrawn for use 
these accounts are charged with its cost whether 
it be purchased raw material or the finished 
product of some preceding department. The 
credit to these accounts will be the cost of the 
material used on the completed work and bal- 
ance will be the cost of the material used on 
the work in process. 


‘“Labor is handled in the same manner as de- 
scribed in the Job Cost System, except that it 
is not necessary to differentiate between direct 
and indirect labor. It is, however, advisable to 
keep the direct and indirect labor separate in 
order to get a detailed analysis of cost in each 
department, so that any leaks which may exist 
will be brought to light. All labor done in a 
department is part of the cost of operation of 
that department and must be taken up in the 
monthly cost sheets. There will be some gen- 
eral labor, such as foremen, superintendents, 
etc., whose work must be distributed over sev- 
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eral departments. The basis for 
this distribution depends on the na- 
ture of the business. It will be ne- 
cessary to open departmental labor 
accounts which will be charged with all labor 
and credited with the labor cost of the complet- 
ed material. The balance in these accounts will 
represent the value of labor done on the work 
in process. 

“There should be also an overhead expense 
account for each department, and these accounts 
will be charged with their proportion of the 
fixed charges, with all indirect material or sup- 
plies, and with all miscellaneous expense items. 
The credit to these accounts will be the expense 
incurred on the work completed, and the balance 
will be the expenses incurred on the work in 
process. 

“At the end of the month a journal entry is 
made charging a succeeding department ma- 
terial account, or the finished goods account, as 
the case may be, with the total cost of the prod- 
uct sent out and crediting each of the depart- 
mental accounts with its share of the total cost. 
When this is done it will be seen that the sum 
of the balances in these three departmental ac- 
counts, namely, material, labor, and expense, 
will be the cost of the work in process in that 
department. When a department has completed 
all the work it has and sent its product to 
some other department these three accounts 
should balance. 

“In some lines of manufacture, where a con- 
tinuous product is made, it is the practice to 
issue a Works Production Order to make a cer- 
tain quantity of goods, and where this practice 
is used the Job Cost System is used, keeping 
the cost by order number. 

“After the goods have reached the Finished 
Goods account the method of treatment under 
the Continuous Production System is identical 
with the Job Cost System. 


“The prime object of a cost system is to de- 
termine costs, to analyze and compare them, and 
to use them as a basis for making prices. But 
the uses and advantages go further. A manu- 
facturer from reliable records is able to make 
clearer and more intelligent statements to his 
bank and thereby obtain a larger line of credit 
than he could without them. 


“The Federal Trade Commission is urging 
manufacturers to give the subject of accurate 
costs the attention it deserves. It has found 
that unreliable costs of production and distribu- 
tion cause a great deal of unfair competition and 
a heavy business death rate. 

“While the claim is not made that a cost sys- 
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tem will save a man from failure, 
the claim is made that a man who 
knows where he stands day by day 
is very much less likely to make a 
failure of his business than one who 
is directing his business by guess- 
work.” 


EFORE we proceed to a dis- 
cussion of individual points of 
interest, it may be of value to 

allude briefly to the elements of 
which manufacturing cost is com- 
posed. All manufacturing cost may 
be classified into three elements: 
material, labor, and expense. The 
treatment of the elements of mate- 
rial and labor in the article under 
discussion calls for little comment. 
An adequate stores system is essen- 
tial in the organization of a fac- 
tory, and means should be employed 
to insure charging individual jobs 
with the material used directly in 
their manufacture. The proper ex- 
pense accounts should be charged 
with indirect or expense material. 
The division of labor into product- 
ive and nonproductive labor and the 
distribution of each class to jobs or 
to expense, disposes of the second 
element of manufacturing cost. 

In cost accounting the element 
which presents the most difficulty is 
that of expense or overhead, classi- 
fied as to factory overhead and gen- 
eral overhead. To accountants and 
Accountancy students especially, 
the inclusion by the Federal Trade 
Commission of various fixed charges 
under factory overhead is apt to 
provoke a mental question. It is 
stated that “the first item of (fac- 
tory) overhead is Building Expense 
or Rent.” Under Building Expense 
are included those items which are 
incurred in the safeguarding, main- 
tenance, and taxation of a building 
when it is owned by the manufac- 
turer. If the building is not owned 
by the manufacturer, rent takes the 
place of building expense, this for- 
mer expense including also an 
amount to provide the owner a re- 
turn on his investment. Without 
attempting to question the fact that 
Rent or Building Expense is ire- 
quently considered a part of factory 
expense, it may be well to call at- 
tention to another view which also 
obtains in connection with these 
items. Inasmuch as Building Ex- 
pense—Insurance, Taxes, Deprecia- 
tion and the like—is incurred in the 
interest of capital, for the purpose 
of safeguarding and maintaining per- 
manent assets, it is sometimes held 
that such items should be treated 
as capital expense rather than as 
factory expense, and that these 
items should not find their way—in- 
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directly, of course—to the Trading 
account and thus affect the gross 
profits. The same argument applies 
to other fixed charges, such as In- 
surance, Taxes, and Depreciation on 
building equipment. If it is argued 
that Building Expense should be 
excluded from factory overhead 
when a building is owned by a 
manufacturer, when a building is 
only rented, the rent charges should 
likewise be excluded from factory 
overhead on the theory that insuf- 
ficient capital renders it impracti- 
cable to own instead of rent the 
property. It may be added that for 
purposes of control, it is often de- 
sirable to eliminate as far as pos- 
sible from factory overhead ele- 
ments that do not fluctuate with 
the volume of business. In this way 
the management is enabled to im- 
pose upon factory executives a strict 
accountability as to results. 


Another interesting question men- 
tioned in the Federal Trade Com- 
mission’s pamphlet is that of the 
treatment of interest on invested 
capital. Is interest on invested cap- 
ital a proper charge against cost of 
production? It is not practicable 
to engage in a lengthy discussion 
of the question at this time. The 
arguments against inclusion of in- 
terest far outweigh, in our opinion, 
any arguments that may be ad- 
vanced in favor of its inclusion. We 
do not consider interest on capital 
invested a legitimate charge against 
cost of production. 


A rather unique feature described 
in the pamphlet under review is the 
“Reserve for Overhead” account. 
While the principle of averaging 
costs, or the ascertainment of nor- 
mal costs for a given period as 
compared with actual costs, has a 
wide acceptance, a Reserve for 
Overhead account is not necessarily 
employed to effect such averaging. 


The various methods suggested 
for the distribution of factory over- 
head to job costs, are worthy of 
the consideration of every student 
of cost accounting. It is particu- 
larly necessary to understand the 
principles underlying such distribu- 
tion in order to choose the method 
best suited to each individual case. 
No arbitrary rules can be laid down 
on this point. 

After ascertaining the factory cost, 
the next point of interest is ship- 
ping, selling and general expenses. 
Although a percentage covering these 
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expenses would be added to factory 
cost in order to determine the total 
cost of goods, it must be remem- 
bered that for inventory purposes 
the factory cost is used and the sell- 
ing cost should not be taken into 
the financial books. 

It is hoped that the reprint of the 
Federal Trade Commission publica- 
tion will stimulate many readers 
who are interested in cost keeping 
to a more intensive study of the 
subject. A mastery of fundamental 
principles is the first essential. The 
application of those principles under 
varying conditions and with varying 
details follows. 


F. MORRIS ROWLES, Newark 
School of Accountancy, has recently 
accepted a position in the Account- 
ing Department of the Platt & 
Washburn Refining Company. 


RUDOLPH PALECEK, Pace In- 
stitute of Accountancy, formerly of 
Tarentum, Pa., has taken up his res- 
idence in New York City, and has 
been engaged as bookkeeper by 
Habicht, Braun & Company. 


ALBERT L. JONAH, Pace Insti- 
tute of Accountancy, has left the 
employ of the Bankers Trust Com- 
pany to accept a position as Ac- 
countant in the employ of the Sin- 
clair Oil Refining Company. 


MALCOLM DOUGLAS, Pace In- 
stitute of Accountancy, who was 
formerly employed by the Hamp- 
ton Shops as Bookkeeper, has ac- 
cepted a position as Bookkeeper in 
the Treasury Department of the 
New Jersey Zinc Company. 


RALPH F. DE MAYO, New York 
Institute of Accountancy, has left 
the employ of the American Ex- 
press Company, to accept the posi- 
tion of Bookkeeper for Cushman’s 
Bakery. 


W. E. LINDSEY, of Wilkes-Barre, 
Pa., Pace Institute of Accountancy, 
Extension Division, was a recent 
visitor at the Pace Administrative 
Offices, 30 ‘Church Street, New 
York. 


AUGUST G. KINSGRAB, of the 
Newark School of Accountancy, was 
a successful candidate at the recent 
New York C. P. A. examinations. 


ELLSWORTH G. REYNOLDS, of 
Waterbury, Conn., Pace Institute of 
Accountancy, Extension Division, 
was a recent visitor at the Pace Ad- 
ministrative Offices, 30 Church 
Street, New York. 
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Pace Student I 
took occasion to 
consider person- 
al pronouns in 
some detail. In 
this article I pur- 
pose to pursue 
the subject of 
pronouns further and discuss the 
proper use of relative pronouns. 


A relative pronoun is a pronoun 
that joins a subordinate statement 
to a principal statement in which 
there is a noun or a pronoun to 
which the relative pronoun refers. 


Relative pronouns are divided into 
two classes—simple and compound. 
The simple relative pronouns are 
who, whose, whom, which, what, 
that, as after such or same,and but 
when used in conjunction with a 
negative—such a word as not, no, 
never, or nothing. 


Who refers to persons, to animals 
thought of as possessing marked in- 
telligence, and to things when they 
are personified. Which refers to 
animals, things, or ideas. That re- 
fers to persons, animals, things, or 
ideas. As refers to persons, ani- 
mals, things, or ideas, and is always 
used with same or such. But refers 
to persons, animals, things, or 
ideas, and is always used with a 
negative, so that the two words 
form an expression equivalent to 
that, not, who not, (whom not), or 
which not. What contains its own 
antecedent, since it is equivalent to 
that which. 


Compound relative pronouns are 
formed by adding the endings— 
-Soever, -ever, or -so to the simple 
relative pronouns, with the excep- 
tion of that, but, and as. Hence,we 
get whosoever, whosesoever, whom- 
soever, whichsoever, whatsoever, 
whoever, whosever, whomever, 
whichever, whatever, whoso, whose- 
so, whomso, whichso, and whatso. 
The compound relative pronouns 
ending in -so are not now in gen- 
eral use. The compound relative 
pronouns ending in -ever are the 
more often employed, those ending 
in -soever being reserved for use in 
comprehensive and especially em- 
phatic declarations. Compound rel- 
ative pronouns, like the simple rela- 
tive pronoun what, include their 
own antecedents. Whatever, for 
example, is equivalent to anything 
that or which. Whoever is equiva- 
lent to any person that or who. 


When to use that and when to 
use which or who is often a per- 
plexing question. That should be 
used in preference to which or who, 
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in order to introduce a fairly short 
relative clause indispensable to the 
meaning of the sentence as a whole. 
Such a clause is called a restrictive 
realtive clause. It should never be 
set off by commas. 

Which or who also may properly 
be used in a restrictive relative 
clause, especially if the clause is 
rather long, or if several that’s have 
been used in the sentence, so that, 
in respect to sound, a who or a 
which is preferable to an additional 
that. In short, the use of that as 
a relative pronoun is largely a mat- 
ter of judgment and choice, provid- 
ed it is established that the rela- 
tive clause to be inserted is actu- 
ally restrictive. 


If you have occasion to use two 
or more relative clauses referring to 
the same noun or pronoun—no mat- 
ter whether such clauses are re- 
strictive or not—who or which is 
preferable to that. In other words, 
prefer who—and who, or which— 
and which, to that—and that. 


In all relative clauses which add 
an explanation of a noun or a pro- 
noun, and which may therefore be 
omitted without impairing the es- 
sential meaning of the sentence as 
a whole, who or which, never that, 
should be used; such relative claus- 
es, which are generally called ex- 
planatory or non-restrictive, should 
always be set off from the rest of 
the sentence by commas. 


Sometimes, of course, it is pos- 
sible to think of a relative clause as 
being either restrictive or non-re- 
strictive. In such cases, either the 
inclusion or the omission of commas 
may be defended. The main thing 
is to decide upon the character of 
the relative clause, and then to be 
consistent in the selection of the 
proper relative pronouns and in the 
punctuation. 

Examine the following sentences: 

A word that connects a noun or 
a pronoun with the rest of the sen- 
tence is called a preposition. 


That is preferable to which, be- 
cause there is only one relative 
clause, and because that clause is 
restrictive and also fairly short. 
Which, of course, would not have 
been positively wrong. Note the ab- 
sence of commas. 

A man that works hard is des- 
tined to success. 

That is preferable to who, be- 
cause there is only one relative 
clause, and because that clause is 
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restrictive -and also fairly short. 
Who, of course, would not have 
been positively wrong. Note the 
absence of commas. 

The manager told me that the 
man who filled the position must 
be thoroughly trained. 

Who is preferable to that, despite 
the fact that the clause is restrict- 
ive, because there is a preceding 
that used as a conjunction. The 
sentence sounds smoother to say 
that—who, than to say that—that. 
Note the absence of commas. 

All candidates who have complet- 
ed the course in pedagogy, and who 
have successfully passed the writ- 
ten and oral examinations, are eli- 
gible to temporary appointment as 
teachers. 

Who—and who are preferable to 
that—and that, because we have 
more than one relative clause modi- 
fying the same noun. Note the ab- 
sence of a comma before the first 
who, both relative clauses being re- 
strictive. 

All houses which are at all iso- 
lated, and which are situated at a 
considerable distance from a fire 
alarm box, should be provided with 
fire extinguishers. 

Which—and which are prefer- 
able to that—and that, because we 
have more than one relative clause 
modifying the same noun. Note 
the absence of a comma before 
the first which, both relative clauses 
being restrictive. 

The horse then ran into a field 
of corn, which completely hid him 
from view. 


Which, not that, must be used 
in this sentence, because the rela- 
tive clause introduced by which is 
non-restrictive or explanatory; that 
is, it may be omitted without ob- 
scuring the meaning of the sen- 
tence as a whole. Hence, com- 
mas are necessary. 


Woodrow Wilson, who is now 
President of the United States, is 
an author of note. 


Who, not that, must be used in 
this sentence, because the relative 
clause introduced by who is non- 
restrictive or explanatory; that is, 
it may be omitted without obscur- 
ing the meaning of the sentence 
as a whole. Hence, commas are 
necessary. 


It is well to note that a rela- 
tive pronoun may often be omitted 
to advantage, if the relative clause 
is short and so clearly placed that 
the noun or the pronoun to which 
it refers is immediately apparent, 
as in the following sentences: 


Hope is the best inspiration 
(which or that) a man can have. 


Exampk 


English He pointed out the man (that or 
Depart- whom) I wished to see. 
ment Every task (which or that) we 
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perform faithfully gives us strength 
for new duties. 

Observe that it is only from re- 
strictive relative clauses that the 
relative pronoun may be omitted, 
and that the sentence is thus made 
stronger, because it is terser than 
it would be with the relative pro- 
noun expressed.. Still, the matter 
of the omission of relative pro- 
nouns is, to a considerable degree, 
one of option. 

The proper use of who and whom 
often causes perplexity. For a dis- 
cussion of the rules governing the 
nominative and the objective cases, 
refer to the article on pronouns in 
the September issue of the Pace 
Student. Examine the following 
correct sentences: 

He is a writer whom all enjoy. 

It could not have been he whom 
you blamed. 

Letters were sent to all who, it 
was felt, could pay the assessment. 

The race was won by Walter, 
who, every one knows, is a good 
swimmer. 

I do not know who it could have 
been. 

They found out who it was that 
shouted. 

The chairman told who I was 
supposed to be. 

George was the boy whom they 
bade to go. 

The workmen of whom I spoke 
are faithful. 

There is only one attendant whom 
we can rely on. 

The man whom I spoke to is my 
cousin. 

Henry Jones is the man who, the 
office thinks, should be advanced. 

Place every relative pronoun as 
near as possible to its antecedent. 
In other words, make sure that your 
who’s, which’s, and that’s, immedi- 
ately follow the words to which 
they respectively refer, for example: 

(Wrong) The farmer remarked 
that he had caught rats during the 
fall in his greenhouse which (or 
that) weighed six pounds. 

(Right) The farmer remarked 
that, during the fall, he had caught, 
in his greenhouse, rats which (or 
that) weighed six pounds. 

Do not use and who, or and 
which, without a preceding who, or 
which, used in the same construc- 
tion, for example: 

(Wrong) Near the ocean 
stretches a beautiful plain covered 
with trees, and which seems to the 
eye as level as if Nature had 
smoothed it off with a gigantic 
putty knife. 
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(Right) Near the ocean stretches 
a beautiful plain which is covered 
with trees, and which seems to the 
eye as level as if Nature had 
smoothed it off with a gigantic 
putty knife. 

(Right) Near the ocean stretches 
a beautiful plain covered with trees, 
and seeming to the eye as level as 
if Nature had smoothed it off with 
a gigantic putty knife. 

Remember that all compound rel- 
ative pronouns, including as they do 
their own antecedents, must always 
be put into the cases required by 
the clauses which they introduce, 
and not into the cases apparently 
required by any other word in the 
sentence, especially if that other 
word is a preposition or a transitive 
verb, for example: 

(Wrong) He bored whomever 
called on him. 

(Right) He bored whoever called 
on him. 


(Wrong) This plan will help 
whomever wishes to improve his 
spare moments. 

(Right) This plan will help who- 
ever wishes to improve his spare 
moments. 

(Wrong) For whomsoever would 
make a success in life, economy 
and industry are indispensable qual- 
ities. 

(Right) For whosoever would 
make a success in life, economy and 
industry are indispensable qualities. 

In the foregoing paragraphs the 
phases of relative pronouns most 
likely to prove perplexing have been 
discussed in considerable detail; and 
it is believed that, if the special 
cautions set forth are observed, the 
matter of using relative pronouns 
correctly will be largely mastered 
and settled. 


MARTIN C. RUGGABER, Newark 
School of Accountancy, who was a 
successful candidate in the New Jer- 
sey C. P. A. examinations in 1915, 
has recently joined the auditing staff 
of Arthur Young & Company, certi- 
fied public accountants. 
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MEMORANDUM CALENDAR 


It reminds you of appointments to be kept, obligations to be met, 


and letters to be written. 


The Standard Calendar is the best and most popular on the mar- 
ket—possessing many exclusive features. 


Largest memorandum space—Expired leaves fall back 
and cannot return unless you desire—Takes up little space 
on the desk—Built low enough for low roll desk—Leaves 
are not torn off each day and thrown away—Valuable 
data made in January may thus be referred to in Decem- 
ber—Main page shows day of the month with preceding 
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Highly finished black Japan base, (nickel arches) with pad 2 tty Sa 
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Each Stand Fitted with Rubber Feet 
MANUFACTURED BY 

WHOLESALE STATIONERS IMPORTERS 

LOOSE-LEAF SUPPLIES, PRINTING AND LITHOGRAPHING 
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Law 
Depart- 
ment 


(Continued) 


where the period of time is not spe- 
cified. These constitute a general 
hiring. Death within the year 
would cause the performance of 
such a contract. Furthermore, if either party 
terminated it within a year, it would be per- 
formed. These contracts are held valid even 
though made orally. 


There is a difference in the decisions of Ameri- 
can courts as to the validity of an oral contract 
to hire for life. The weight of opinion favors 
the validity of such contracts on the ground that 
death within the year would constitute perform- 
ance. I have not found any New York cases 
exactly in point. Nevertheless, there has been a 
case to the effect that a contract to support an- 
other person for life is not within the statute for 
the reason that death would constitute per- 
formance. Upon analogy, it would, therefore, 
seem that in New York an oral contract of em- 
ployment for life would be valid. 


It is of course understood that the contingency 
need never happen. All of the rules merely turn 
upon the question of whether, in the event that 
the contingency occurs, the contract would be 
performed. 


The difference between a tortuous path and a 
straightaway road often consists in the ability to 
foretell where you will come out. 
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ner, this would solve your prob- 
lem. I take it, however, that you 
have found no means of arriving 
at such cost. Therefore, any di- 
vision of the combined selling cost of the two 
products will have to be upon an arbitrary basis. 
In such a case the basis must be used which 
will, so far as posssible, be just to both products. 

A common method of making such division 
is in the ratio of the products sold based either 
upon quantity or upon value. Under the con- 
ditions you name the quantity basis would seem 
to be unjust to the cheaper product, as it would 
bear a burden of expense disproportionate to the 
actual cost of selling it. A division of cost 
based upon value would seem to be more just 
so far as can be decided from the information 
you have given, as the cheaper product would 
bear the lower ratio proportionate to quantity, 
and you state that it is the easier sold. After 
applying this principle during an accounting 
period, you would probably be able to determine 
whether or not it is a sufficiently accurate basis 
for your work. 

Where the sale of the one article is to some 
extent dependent upon the sale of another ar- 
ticle a new complication arises which has to be 
taken into consideration in arriving at the dis- 
tribution of cost. From your statement of the 
problem, however, we understand that this does 
not enter into your case. 


Your English 


DEQUATE knowledge of English, especially of grammar, word usage, and sen- 


tence structure, as applied to conversation, the writing of letters, 
tion of reports, and the building of advertisements, 


the compila- 
is a distinct business asset. 


Stenographers, correspondents, and executives who really know English and how 
to use it in every-day business are in steadily growing demand for responsible tasks. 


To meet this demand, Pace Institute will conduct classes in 


ginning in January and February, 


practical English, be- 


1917, and continuing for seventeen weeks. Each class 


will meet once a week, either at mid-day or in the late afternoon, for a one hour ses- 


sion. 


Enrollment will be open to both men and women. 


The Pace Standardized 


Course in English (a series of printed booklets, one for each lesson) will be the text 


used. 


Send for the descriptive folder “Your English,” which explains the content of the 


Course in detail. 


PACE © PACE 


Pace Standardized Courses in Accountancy, Business Administration, Oral Expression, and English, in Residence and by Extension 


30 Church Street 


New York 
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good result with a poor chef is a 
difficult one. However, a study of 
the cost in comparison with the 
number of meals served, and in 
comparison with former results, and 
the results of other restaurants ob- 
tainable, is enlightening, and it is 
often possible to bring information 
to the attention of the chef that en- 
ables him to perform his functions 
better. 

There are two distinct methods of 
serving food—the old and time-hon- 
ored method of serving by waiters, 
male or female, and the compara- 
tively new method of self-service. 
The waiter service, of course, is 
used almost exclusively in high- 
class restaurants and will undoubt- 
edly continue to be used. The self- 
service plan is being adopted very 
generally for restaurants serving 
noon-day lunches, and the plan is 
rapidly being adopted in low-priced 
restaurants for all meals. The great 
advantage, from the viewpoint of 


‘the customer, is quickness of serv- 


ice and the cheaper prices that can 
be made available; and from the 
viewpoint of the management, the 
advantages lie in the decreased cost 
of serving and the simplification of 
the work of preparing foods. A 
great many restaurants of the cheap- 
er grade have changed from waiter 
service to self service with great 
profit and satisfaction, and we rarely 
hear of a restaurant that has once 
made the change going back to the 
waiter service. Restaurant man- 
agers, as a rule, accept the self- 
service plan reluctantly, but its rap- 
id extension throughout the country 
is evidence of the advantages se- 
cured by it in certain classes of res- 
taurant work. 

There are, of course, plans which 
combine the two methods to some 
extent, as is the case with the Ex- 
change Buffet restaurants in New 
York. Counters and stools are pro- 
vided for guests who wish to be 
served with certain types of dishes, 
while other food is provided on a 
strictly self-service plan. This meth- 
od does away with practically all 
running back and forth between 
dining room and kitchen on the part 
of waiters and thus brings about a 
great saving in effort. Further than 
this, it provides a customer, if he 
desires it, with the opportunity for 
quick and effective waiter service. 

The accountant who must give 
advice in regard to restaurant man- 
agement must not fail to make a 
careful study of the problems of 
service in order that he may advise 
the character of service that will be 
best suited and most economical for 
the restaurant under consideration. 


- unobtrusively as possible. 
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After the cost of food supplies, 
the cost of preparing the food, and 
the cost of service are thoroughly 
analyzed and considered, we have 
remaining the more general prob- 
lems of overhead cost. These al- 
most invariably bring up the matter 
of the relation of these items to the 
gross business, the methods of in- 
creasing the volume, the question of 
space and location, and other mat- 
ters that are peculiar to the particu- 
lar proposition. 


Finally, and as a last resort, we 
must increase prices. This is the 
point to which many of the most 
effectively managed restaurants have 
been brought at this moment. In 
restaurants everywhere prices are 
being raised as gradually and as 
The first 
move has been quite generally to 
reduce the size of portions—the meat 
has been sliced thinner, the pie has 
been divided into a greater num- 
ber of segments, the size of the 
milk bottle has been decreased, and 
one prune out of 7, say 142-7 per 
cent., has been quietly removed 
from the portion, or perhaps the 
No. 7 has been retained and one- 
seventh has been taken off each 
prune in the matter of size. There 
is a limit to economy in this direc- 
tion, and we are, therefore, now in 
the midst of a general increase in 
prices. A management can take its 
choice of two methods. in raising 
prices—it can make a drastic re- 
scaling and have it done with, or it 
can adopt the more gradual method 
of increasing the price of first one 
dish and then another. The latter 
plan is more generally adopted be- 
cause it is not so quickly recognized 
by patrons and is not so apt to 
cause a sharp falling-off in business. 
Increases of this nature, when nec- 
essary, must be made as carefully 
as possible, and care should be 
taken to increase the cost of the 
portions in reasonable percentages. 


The accountant has no better op- 
portunity for the exercise of his 
analytical ability and his business 
judgment than in advising clients in 
the matter of restaurant costs and 
management, and at this particular 
juncture, when the operating prob- 
lems are acute, many a hotel and 
restaurant manager is seeking the 
aid of the one professional man who 
is able to give constructive and 
helpful advice—the certified public 
accountant. 
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V IGOROUS protest against 
making the high school mere- 
ly a preparatory school for 
the higher educational institutions 
when but one per cent. of the stu- 
dents who attend high school actu- 
ally go to college, was made re- 
cently by J. R. McArdle, principal 
of the South Bend, Wash., High 
School, in a talk before the class 
studying the history of education 
at the University of Washington. 

Mr. McArdle declared that the 
object of every small high school 
seemed to be not to fit its pupils 
for life in their environment, but 
to get accredited and remain ac- 
credited. To do this, he added, the 
high schools are compelled to meet 
certain requirements which eat up 
just about two-thirds of the pupil’s 
four-year course. 

“So, instead of giving something 
that will count in a direct way to- 
ward making a livelihood, we teach- 
ers are obliged to go ahead with 
the traditional course of study de- 
signed largely as an introduction to 
the professions,” said Mr. McArdle. 

Mr. McArdle advocated expert 
vocational guidance. He said that 
he looked forward to the day when 
there will be in every school a per- 
son, one especially hired for the pur- 
pose, or the principal—whose main 
business it will be to codperate with 
the parents and the pupil himself in 
a careful selection of the training 
best suited for that pupil. Such a 
selection would take into considera- 
tion the wishes of the parent, the 
inclination of the pupil, the capacity 
of the pupil, physique, and last, but 
not least, the length of time that 
can be spent in school. 

“It is a sin and shame to let 
boys and girls drift along until they 
are obliged to grab at any old job,” 
said Mr. McArdle. “The need of a 
definite choice should be dinned 
everlastingly into the minds of the 
young. There should be a definite 
codperation between the parent and 
the teacher and the pupil in the 
selection of a line of work for which 
the pupil is fitted, and certainly for 
the avoidance of a line for which 
the pupil is obviously unfitted. The 
precious years of school work should 
be shaped to further this end, and, 
when possible, made the means of 
directly fitting the pupil for the first 
requisite of a successful life—the 
ability to earn an honorable living.” 


F. C. ELLS, Pace Institute of Ac- 
countancy, Extension Division, has 
recently been informed that he is 
scheduled to sail for the Standard 
Oil Company’s plant at Athens, 
Greece. 


Object 
of the 
High 
School 


The 
Worm 


éé HE worm has turned at last, 
and it’s a good, big, fat 
worm! Perfect little Wal- 


Turns ter has slipped up on the job. Who’d 


a’ thought it! Hip, hip, hooray!” 

Tom came shouting down the 
corridor hot-foot after Walter, who 
had just left the office, his day’s 
work over—supposedly. 

“What’s bitten you? You act like 
a crazy man. Has somebody left 
you a million dollars?” Walter was 
somewhat nettled at Tom’s boister- 
ousness. 

“Better than that, much better,” 
rejoined Tom, his face indexing his 
joyousness of spirit. “Here you’ve 
been pounding me day in and day 
out for all the business crimes in 
the calendar; but now I’ve got one 
on you, angel-boy, and it’s a good 
one, too. Oh, joy, and then joy 
some more!” 

“You give me a deep pain,” re- 
joined Walter, now thoroughly ex- 
asperated. “Quit making a clown 
of yourself and tell me what it is 
I’ve done that makes you dance 
around like an organ-grinder’s mon- 
key. Out with it, and you’ll feel 
better.” 


“All right, here goes!” replied 
Tom, for he did not like the glint 
in Walter’s eye. “Just after you 
had left the office, Mr. Parsons 
came sputtering in and asked where 
you were. He said he’d told you 


this noon that he wanted you to 


i a eo 


TIMES SQUARE 


California writes:- 


room. 


TIMES SQUARE 
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come into his office at 5:30 and do 
some special work for him. When 
I told him you’d left for the day, 
he was certainly the sore old boy.” 

“By George, you surely have got 
one on me!” exclaimed Walter, 
crestfallen. “Mr. Parsons did ask 
me to see him, and I forgot all 
about it. I thought I’d remember 
it, but I didn’t. Tl go right back 
and may be I’ll catch him before he 
leaves.” 

“Oh no you won't,” said Tom, 
trying hard to keep the note of ju- 
bilation out of his voice. “When 
Parsons found you’d gone, he went 
into his office, slammed down his 
desk top, and beat it by the private 
elevator. You're in for a panning 
to-morrow all right.” 

“Yes, of course, I am,” replied 
Walter gravely, and I deserve it. 
I should have made a memorandum 
of the appointment. I usually do, 
but this time I slipped up. It will 
be a good lesson for me, and you 
can bet I won’t get caught in the 


same trap again.” ou 
Even the most efficient and pains- — 
taking of us get tripped up now and 


then. If we didn’t, we shouldn’t be 
human. When we do make a mis- 
take, however, there’s only one 


A N WA 


EVERY MONDAY MORNING 


$4.00 a year 
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“I find The Annalist invaluable for my work in the class- 
I wish that every student in Commerce and Com- 
mercial Subjects could be compelled to read it throughout 
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The Annalist was used as a supplementary text book by classes in Banking, Economics, 
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thing for us to do—the thing that 
Walter did—frankly acknowledge 
the mistake, whether of omission or 
commission, stoutly resolve never to 
make that particular mistake a sec- 
ond time, and try to devise some 
method that will prevent us from 
making it. In this way we can make 
ourselves contribute to our develop- 
ment, our reliability, and our use- 
fulness. 


F. P. MURPHY, who was formerly 
connected with the Hudson Naviga- 
tion Company in tne capacity of 
bookkeeper, has accepted through 
the Pace Agency for Placements, 
Inc., a branch office managership 
with the B. F. Goodrich Company 
of Akron, Ohio. 


ALFRED SODERBERG, Account- 
ancy Institute of Brooklyn, has re- 
cently accepted a position as book- 
keeper with the A. H. Bull Steam- 
ship Company. Mr. Soderberg was 
formerly employed as Cost Clerk by 
the Powers Accounting Machine 
Company. 


G. M. HOFFORD, C.P.A., Mana- 
ger, State of Texas, Marwick, 
Mitchell, Peat & Co., Dallas, Pace 
Institute of Accountancy, Extension 


Division, was successful in the re- 
‘cent examination for the degree of 


Certified Public Accountant held in 
Texas. 
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HE educational spirit is now per- so thoroughly to develop the 1000 or more em- The 
vading all aspects of Modern ployees of the Bank in a knowledge of the Educa- 
Business. It is becoming in- broad as well as the technical aspects of bank- ¢jgna/ 
creasingly difficult to find a ing that they will be of steadily increasing Spirit 
business organization with an value to the Bank, especially in foreign fields. 

eye to future development that The Edison Company of New York is another pajson 
is not giving careful thought progressive company that believes in the edu- Company 
and valuable time to the pro- cation of its employees. It has worked out 

ductive training of its employees. In many and put into operation an intensive system of 

cases the organization has established its own education designed to broaden the business out- 

courses of study and makes class attendance look of its employees and to give them the 
compulsory. In other cases, the organization is technical knowledge which will best serve the 


enabling selected groups of Company’s commercial in- 
its employees to take up LEADING ARTICLES terests. New subjects are 
special subjects in late being added to the curric- 


St an copreved escheo, Frank A. Vanderlip, LL.D.  Yt'not pe long before the 
either by advancing the tile Biographical Sketch Company will be conduct- 
ition cost or by refunding hited ing within its own walls a 
i i . school that gives instruc- 
Neral a ee The Year Unit Rule tion in ea of the 

And in nearly every case, Company’s business. Full 
the organization, which is recognition is given to even- 
unable to take charge of ing courses of study taken 
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Question and Answer 


the educational welfare of Department at any approved educational 

its employees, lets it be odin apie institution. 

known that those employees ; 2 The|General Electric’ Gooeral 
who on their own initiative Editorials Company is a leader in this Byjectric 
spend their personal over- Pages 28-29 educational movement. At Company 
time in self-development its home office in Schenec- 

will have the preference, Educational Reviews tady it is conducting classes 

all other things being equal, Pages 30-34-35 in Accountancy and Busi- 

for promotion. It is the ness Administration for 


7 day of educational preparedness for Business. chosen groups of employees, who, it is believed, 
Wational The National City Bank of New York was will develop managerial capacity. During the 
_ City one of the first business organizations to recog- past year courses in English have been offered 
Bank nize the importance of educating its employees. as well. For a long time some of the ablest 
To-day it has an elaborate curriculum under the executives of this great Company have been 
supervision of a high-salaried educational ex- addressing themselves to the problem of increas- 
pert. There are classes in Arithmetic, Pen- ing the productivity of all their employees by 
manship, Commercial Geography, English, means of a sanely conceived and organized sys- 
Spanish, French, German, Russian, Law, Polit- tem of education. The relations between the 
ical Economy, Banking, Accounting, Foreign General Electric Company and the public school 
Exchange, Foreign Trade, and various other system of Schenectady have long been most 
subjects. Attendance is practically compulsory. intimate; and employees are encouraged to 
Full credit is also given for educational work spend their evenings in study. Sepeard 
done at outside institutions approved by the The Standard Oil Company of New York oj] 
bank. The purpose of the educational plan is every year conducts special classes in Account- Company 
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Guaranty 
Trust 
Company 


B. Altman 


ancy and Business Administration 
—one for groups of young men 
whom it purposes to send to for- 
eign fields, and another for selected 
executives. Though thesé classes were first con- 
ducted as experiments, the results have been 
so satisfactory that the work will be continued 
indefinitely. Classes in Applied English are also 
maintained by the Company. Many of the 
employees of the Company are pursuing even- 
ing courses in Resident Schools or Extension 
Courses, in order to equip themselves for ad- 
vancement. 


The Guaranty Trust Company of New York 
is another up-to-date business organization alive 
to the necessity of educating its staff. Classes 
in English and in various other subjects are 
already being held upon Company time and at 
Company expense; and an elaborate system of 
education embracing many subjects, a knowl- 
edge of which will make the employees more 
valuable to the Company, is under advisement 
and will shortly become a reality. The Com- 
pany also regards with much favor those of its 
employees who, of their own volition, take up 
educational courses elsewhere upon their own 
time and at their own expense. 

The large department store of B. Altman & 


& Company of New York has organized an edu- 


Company 


Steinway 
& 


Sons 


cational curriculum, part of which is under the 
direct supervision of the New York Board of 
Education.. Classes are held in various subjects 
that have a direct bearing upon the interests 
of the store. The faithfulness with which em- 
ployees attend these classes, or outside evening 
classes, and the intelligence with which they 
do their work, have a definite bearing upon their 
chances for promotion. Thus far, the results in 
increased efficiency on the part of the employees 
have more than justified the outlay of time, 
thought, and money made necessary to organize 
and conduct the educational work. 

The well-known piano manufacturing firm of 
Steinway & Sons of New York has long made 
it a practice to enroll a certain number of prom- 
ising employees each year in evening courses 
in Accountancy and Business Administration, in 
order to be provided with a constant supply of 
developed managerial ability. The firm re- 
gards its investment of money and thought as 
having been highly productive, and will un- 
doubtedly extend its activities in this field. 

There are many other business organizations 
which are doing just as noteworthy educational 
work for their employees as are the above or- 
ganizations. Lack of space prevents the men- 
tion of more than a few of them—for example, 
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the National Cash Register Com- 
pany of Dayton; the Ford Motor 
Company of Detroit; the Winches- 
ter Repeating Arms Company of 
New Haven; the Southern Cotton Oil Company 
of Savannah; the Standard Oil Company of 
New Jersey; the Travellers’ Insurance Com- 
pany of Hartford; the Metropolitan Life Insur- 
ance Company of New York; the Tide Water 
Oil Company of New York; the Franklin Rail- 
way Supply Company of New York; the Amer- 
ican Bridge Company of Pittsburgh; the Amer- 
ican Steel and Wire Company of Worcester; 
the Union Gas Company of Brooklyn; the Bur- 
roughs Adding Machine Company of Detroit; 
the Eastman Kodak Company of Rochester, 
and the Larkin Company of Buffalo. 


The foregoing facts prove that business or- 
ganizations have come to realize the economic 
value of the trained man. Moreover, they are 
insisting that ways and means be found to train 
him. If he takes the initiative himself, so much 
the better. In any event, it is transparently 
clear that every young man and woman who 
wishes to get ahead in Business must study— 
usually in late-afternoon, or evening, classes, 
which are now widely available, and apply the 
results of his or her study to the facts of mod- 
ern commercial life. Moreover, it is rapidly 
becoming evident that, in order to retain even 
an ordinary routine position, one must show a 
capacity and a desire for self-development. 


The whole current of things commercial and 
industrial is education-ward. Woe to the be- 
nighted man or woman who feebly tries to stem 
it, so far as he or she is concerned, by ignorance, 
indifference, or laziness! Enroll in evening 
classes, young person of foresight, and thereby 
fall in with the current! It will carry you on- 
ward to increased usefulness, increased earning 
power, and increased happiness! 


HE following remarks by Colonel W. C. 

Cornwell, to the Salesmanship Club of New 
York, are worthy of a moment’s pause and 
thought by every business man, whether young 
or old: 


“The ebb tide will try men’s capacities. It is 
easy to hold a position when everyone is busy 
and all business organizations are requiring more 
employees. But who will stand the test when 
there comes a hesitation in Business? 

“The ebb tide—whether it be soon or long 
after the present flood tide—will call for the best 
that is in the business brains of our country’s 
commercial organizations.” 


Other 
Organi- 
zations 


A 
Logical 
Inference 


Frank A. 
anderlip, 
LL.D. 


HIRTY-FIVE years ago 

working at a lathe in a ma- 

chine shop in a little Illinois 
town for seventy-five cents a day; 
to-day President of the National 
City Bank of New York, the larg- 
est financial institution in the 
United States, head of the Inter- 
national Banking Corporation with 
branches throughout the world, or- 
ganizer and chairman of the Board 
of Directors of the American In- 
ternational Corporation with its 
world-wide plan of commercial 
conquest, leader in the organiza- 
tion of the Midvale Steel and Ord- 
nance Company, railroad director, 
and authority on all aspects of fi- 
mance and economics, especially in 
their national and international ap- 
plication, with an annual income 
that is a princely fortune—such 
has been the amazing business ca- 
reer of Frank A. Vanderlip, LL. 
D., who is now but fifty-two years 
old. 

And there are still backward- 
looking failures who deplore the 
passing of the good old days when 
it was so much easier to succeed 
than it is nowadays! To such as 
carp in this wise, Mr. Vanderlip’s 
career gives the lie direct, for 
every phase of it finds its basis in 
the development of merit, ability, 
industry, and character. In read- 
ing of the success that Mr. Van- 
derlip has won, the young men of 
to-day should be inspired to make 
the most out of themselves every 
minute of every day, knowing that 
Opportunity has never before come 
so boldly or so frequently out in- 
to the open as she is doing in this 
very generation. 


Obstacles to be overcome, it has 
been said, often prove blessings in 
disguise. According to this theory, 
Mr. Vanderlip, when a boy and a 
young man, was_ exceptionally 
blessed. He was born on a large 
farm near Aurora, Illinois. His 
father died when he was only twelve 
years old, and Frank, as the eldest 
of three children, was forced to be- 
come the chief support of the fam- 
ily. The farm, which was heavily 
mortgaged, was sold when he was 
sixteen, and the family went to Au- 
rora to live. Here Frank went to 
work in a machine shop at a daily 
wage of seventy-five cents. 


Having an insatiable thirst for 
knowledge, he read everything that 
he could get hold of, being at that 
time especially interested in elec- 
tricity and mechanics. By dint of 
careful skimping and saving, he was 
able to spend a year at the Univer- 
sity of Illinois, where his total year- 
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ly expenses were $265, a part of 
which he earned by working as a ma- 
chinist on Saturday afternoons. 

On his return to the machine shop 
at Aurora—for the family purse 
needed his earnings again, he mas- 
tered shorthand by mail, hoping that 
with this knowledge he could get 
out of manual into mental work. The 
machine shop shut down for lack of 
business and young Vanderlip se- 
cured a job on the local daily paper 
as assistant editor, bill collector, and 
general office boy. His earnings 
averaged from six to eight dollars 


Frank A. Vanderlip, LL.D., 


President, National City Bank 
of New York 


a week, depending upon the amount 
of his collections! 

At this time, Joseph French John- 
son—now Dean of the School of 
Commerce, Accounts, and Finance, 
New York University—who had been 
reared in Aurora, became acquaint- 
ed with Young Vanderlip and be- 
gan to map out courses of reading 
for him, chiefly along economic 
lines. Mr. Johnson, college trained, 
was then manager of Scudder’s In- 
vestigation Agency in Chicago, 
which made a specialty of supplying 
bankers and brokers and commer- 
cial houses with financial informa- 
tion. Mr. Johnson gave young Van- 
derlip a position as stenographer 
with his concern, turning its entire 
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management over to him three or 
four years later when he (Mr. John- 
son) became financial editor of the 
Chicago Tribune. Later, through 
Mr. Johnson’s friendship, Mr. Van- 
derlip was given a position as re- 
porter on the Tribune. Soon he be- 
came assistant financial editor, and 
finally financial editor. It was not 
long before he was widely recog- 
nized not only as a very able finan- 
cial writer, but as an authority on 
financial matters, 


It was this justly won reputation 
that attracted Lyman J. Gage, then 
Secretary of the Treasury, to him. 
Mr. Gage appointed him his private 
secretary—an appointment which 
young Vanderlip gladly accepted; 
for, with that extraordinary pre- 
science which has since been so 
characteristic of him, he foresaw 
that life in Washington would teem 
with opportunities for growth and 
advancement. 


Such proved to be the case, for 
Mr. Vanderlip’s ability so im- 
pressed Mr. Gage that he elevated 
his private secretary to the position 
of Assistant Secretary of the Treas- 
ury, where one of the first things 
he had to do was to handle the 
$200,000,000 Spanish War loan. So 
skilfully did he do this work that 
he attracted the favorable notice of 
financiers the country over, among 
them being James Stillman, presi- 
dent of the National City Bank of 
New York. A little later Mr. Still- 
man offered Mr. Vanderlip a vice- 
presidency, despite the fact that he 
had never had even a minor bank 
position in his life. After eight 
years’ service as vice-president, dur- 
ing which time he had built up the 
greatest bond business in the coun- 
try, he was elected president. 


It is Mr. Vanderlip’s ambition to 
make the United States the greatest 
financial and commercial nation 
in the world, and the National City 
Bank as effective a means as pos- 
sible to that end. Hence, upon the 
passage of the Federal Reserve Act, 
the National City Bank began to 
open foreign branches, the most im- 
portant of which are in Buenos 
Aires, Rio de Janeiro, Sado Paulo, 
Santas, Montevideo, Havana, Santi- 
ago (Cuba), and Santiago (Chile). 
Mr. Vanderlip’s vision of the great 
opportunity for American industry 
and finance in foreign fields led him 
to organize the $50,000,000 American 
International Corporation, which 
during the past year has made im- 
portant contracts for construction 
work in China, South America, and 
the near East. The corporation has 
acquired large shipping interests and 
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lives of human be- 

ings and of corporate beings. 
Both make their yearly resolu- 
tions, both, save for certain 
feminine exceptions, find the year 
a convenient unit, and both have their lean years 
and their fat years. Much cannot be said of 
the year as an accurate unit when taken singly, 
especially with respect to fluctuating profits in 
a hazardous venture. For a simple illustration, 
our friends, Smith and Jones, pay an income tax. 
Smith is conservative and gets a regular annual 
income of $5,000 for five years, total $25,000. 
Jones is radical and his profit and loss account 
for the first, third, and fifth year of these years 
shows in each year a net profit of $15,000, total 
gain $45,000, with losses in each of the second 
and fourth years of $10,000, total losses $20,000. 
Being married, Smith pays a tax each year on 
$1,000, and for the five years he pays on $5,000. 
Jones is likewise married, and pays an income 
tax in each of the three years in which he had 
profits on $11,000, or on $33,000 in all. During 
the five years each has secured a net income of 
$25,000, yet Jones pays over six and a half 
times as much income tax as does Smith. These 
columns are concerned only with the Law, so 
that neither the justice of this taxation nor the 
difficulties which would result were any other 
rule invoked, need be discussed. Suffice that 
the year is an artificial unit, and like other arti- 
ficial expedients is not true in every exigency. 


Those unfamiliar with corporate undertakings 
assume that their profits are fairly stable be- 
cause dividends of uniform amount are declared 
from year to year. This uniformity in dividends 
by no means indicates a uniformity in profits. 
Even the most conservative corporations have 
large fluctuations in annual net earnings. Re- 
serves accumulated during the “fat” years fre- 
quently afford a basis for dividends declared in 
the “lean” years. Stock market prices on cor- 
porate stock are better maintained by this pol- 
icy of fixed dividends. 

Suppose a corporation with no surplus sus- 
tains losses in one year, but makes a profit in 
the next. May this profit be distributed as divi- 
dends without making up the losses of the pre- 
ceding year? English courts have adopted the 
year as the unit for determining corporate prof- 
its. Seemingly, English stockholders may for- 
get their yesterdays, bask in the prosperity of 
the present, and let the future take care of it- 
self. One court held that if a corporation con- 
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ducted an enterprise subject to 
frequent profit fluctuations, it 
would be legal for the directors so 
to declare dividends from profits of 
prosperous years without making up the losses 
of other years, as to distribute among the stock- 
holders, over a series of years, the entire cap- 
ital stock. Probably a case which went to ex- 
tremes held that if profits had been earned in 
one year, and not distributed, insolvency in a 
succeeding year would not prevent these pre- 
viously earned profits from being the subject 
of a legal dividend. 


American texts frequently enunciate prin- 
ciples founded upon what I venture to call “the 
year unit rule.” However, an examination of 
the footnotes discloses that the author depends 
upon English cases. There are few American 
decisions involving the point for the very sim- 
ple reason that in most of the states statutes 
provide for this contingency. These statutes 
prohibit directors from reducing, impairing, or 
distributing capital stock among the stockhold- 
ers in the form of a dividend. I have failed to 
find any case of consequence holding otherwise 
from states where these statutes are not in 
force. Confusion that may have existed on this 
point may be removed by a simple statement 
of the rule:—In this country dividends may be 
declared only out of profits, and only when the 
capital stock is not impaired by losses, no mat- 
ter when profits are earned or losses incurred. 
By the words “only out of profits’ I refer to 
accumulated as well as current revenue. A cor- 
poration having a surplus may, despite a loss 
in the current year, declare a dividend out of 
the surplus. 

A Connecticut court permitted a railroad to 
distribute dividends to certain preferred stock- 
holders, without making up losses of previous 
years, in spite of a general statute to the effect 
that the capital stock must be retained intact. 
This preferred stock had been issued under a 
special statute of the legislature at a time when 
the railroad was insolvent for the purpose of 
taking it out of the hands of the receiver and 
effecting a reorganization. To hold the general 
statute applicable in this case would, according 
to the court, interfere with the marketability of 
the stock, and thus defeat the intent of the 
legislature in extending this privilege. This 
case in no way violates the fundamental rule, 
because it involved a special statute germane 
only to the corporation in question. (Cotting 
vs. R. R. Co., 54 Conn., 156.) 

Quite an interesting situation developed in a 
New Jersey case. The state statute permitted 
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the stockholders, unless the cer- 
tificate of incorporation or by-laws 
provided otherwise, to specify what 
profits should be reserved from dis- 
tribution to increase working capital. This 
power had been placed by the stockholders in 
the hands of the directors, who held back prof- 
its and invested them in securities. From the 
surplus thus established a dividend was declared 
to the preferred stockholders. The common 
stockholders then contended that the surplus 
was the property of the corporation and not 
available for distribution, but the court did not 
sustain them. This ruling was based upon a 
surplus used for the purchase of securities, and 
not for working capital. Nevertheless, the de- 
cision intimated that even if these accumulated 
profits of other years had been used as working 
capital, they could be the source of a legal divi- 
dend. (Bassett vs. Foundry Company, 74 N. J. 
Eq., 668.) 

Needless to say, it is a relief to find that 
the subject of corporate dividends in this coun- 
try is not complicated by perplexities incident 
to “the year unit rule.” Rights of creditors, in- 
vestments of stockholders, and corporate well- 
being are better conserved by confining divi- 
dends to increment over and above the amount 
of the capital stock. The only possible excep- 
tions to this rule are cases of mining or other 
corporations whose assets are consumed in 
realizing profit—cases which have been hereto- 
fore discussed. 


OWEVER leniently disposed humanity 

may be toward a criminal, no sympathy is 
extended toward the creators of criminals. Too 
often these snakes in the grass escape, leaving 
their victims to bear the wrath of society. A case 
in which the victim escaped and the snake was 
caught challenges interest. Here was an in- 
stance in which the worm turned upon the 
snake, and although the worm may have been 
treacherous toward friends, there is consola- 
tion in the punishment of the snake. Aside 
from this novel feature of the old story of 
stock speculation undermining character, there 
is in the decision a striking analysis of what 
constitutes fraud and deceit. It is suggestive 
of remedial measures in analogous situations 
which might be overlooked. 


A junior member of a law firm speculated in 
stocks on margin through a broker. He lost 
heavily, sunk all the property he and his wife 
owned, and embezzled certain moneys belong- 
ing to his firm, together with funds held by 
them in trust for clients. Upon discovery by 
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the firm of the loss of these funds, 
he confessed his guilt. The losses 
were made good by the firm, the 
firm dissolved, and he was thrown 
out of employment. Through the influence 
of friends, aided by evidence of reformation on 
his part and a promise to keep away from the 
stock market, it was agreed, during October, 
1910, that he would be retaken into the firm on 
November 1st of that year. Between the date 
when this agreement was made and November 
Ist one of the older members of the firm visited 
the stockbroker, informed him of all the cir- 
cumstances and secured a promise that, should 
the young man again speculate, the partners 
would be _ notified. The stockbroker said, 
among other things, “We never take on a cus- 
tomer on a marginal account who occupies a 
trust position, like a bank clerk or an insurance 
clerk.” At the time of this conversation the 
junior partner had an account with the stock- 
broker, opened on October 21, 1910. The junior 
partner continued his speculative ventures with 
the inevitable consequences of further losses 
accompanied by other embezzlements. About 
November, 1912, he absconded. Action was 
then commenced by the partners against the 
stockbroker for fraud and deceit. 

To support their case, the law firm estab- 
lished the five requisites of fraud: the making 
of a representation, falsity of the representation 
made, knowledge by the stockbroker of its 
falsity, reliance by the firm on the representa- 
tion, and that the immediate cause of the loss 
was the representation. The court sustained 
the partners, and confirmed a judgment for a 
large amount. 


An analysis of the decision would be of in- 
terest from a technical legal standpoint. Never- 
theless, the main feature which will appeal to 
the lay-reader is that there is a remedy at law 
for cases of this character. 


OME lawyers oppose teaching law to laymen. 
Their attitude is no more logical than that 
of a physician who would oppose teaching hy- 
giene or sanitation to the public. A lawyer gains 
little in fee or in reputation from clients unable 
to protect themselves legally. Those who reap 
the larger reward of the profession number 
among their clients executives who know how 
and when to use the law as an ally in the game 
of business. 


Caveat emptor is a rule which denies protection to 
the man who fails to use his five senses when 
bargaining. It typifies the individual initiative and 
self-reliance of the English-speaking peoples. 
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OULD you suggest to me the the 

name of some book as a sort PACE 
there such a thing as a science of 
If so, is this philosophy, or is it 
something else?—P. H. K. 

So far as our observation goes, the best book 
with which to begin the study of philosophy is 
Stuckenberg’s “Introduction to the Study of 
Philosophy.” 

You will find in the outset some thirty or 
forty pages given to the definition of “philoso- 
phy,” and all of the supporting work in the book 
is clearly and distinctly stated. Philosophy, as 
you know, is not an especially easy study, and 
if you survive this elementary book, you can 
take your choice of several philosophic works for 
the continuance of your study. 


A corporation is formed with an authorized 
issue of $25,000 in Capital Stock, of which $10,- 
000 is subscribed. 

Bookkeeper makes the following Journal en- 
tries: 

Sundries to Capital Stock 
Subscription, A $5,000 
Subscription, B 5,000 $10,000 


$25,000 


eoeceoereeee 


eoeveeeevee 


Treasury Stock $15,000 

He refers to a work on accounting written 
several years ago as authority for entering 
authorized but unsubscribed Capital Stock as 
Treasury Stock. In further defence of his 
theory he states that as nearly every corpora- 
tion report required by State and Federal 
authorities asks the amount of authorized stock, 
also the amount of treasury stock, both items 
should be of record on his ledger. 

The April issue of The Pace Student, page 
No. 78, contains the following statement: 
“Sometimes the erroneous practice is found of 
setting up the authorized but unissued stock as 
‘Treasury Stock.’ ” 

Kindly state wherein the bookkeeper’s theory 
is at fault, and what constitutes “Treasury 
Stock.” 


We continue to find the answers to account- 
ing problems in The Pace Student of great 
value, and often couched in terms which we 
can use verbatim in settling a mooted ques- 
tion. —J. S. H. 

We are aware that the work on Accounting 
to which your question refers states that it is 
correct to set up in the financial books author- 
ized but unsubscribed and unissued capital 
stock, and there are perhaps other authors who 
take the same position. Nevertheless, such a 
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procedure is contrary to the best 
American practice. This practice 
probably is based on the fact that 
the capitalization or corporations, 
so far as the authorized issue of stock is con- 
cerned, is a nominal matter, and can be fixed 
at any desired amount, subject to the payment 
of the required fee. While it is true that cor- 
poration reports require that the total amount 
of authorized capital be shown, there is rarely a 
requirement in this country that such author- 
ized capital shall be shown in the balance sheet, 
or in any other strictly financial statement. In 
fine, the amount of the authorized capital is a 
purely corporate matter and is not necessarily 
closely associated with the actual contributed 
capital. The amount of such authorized issue 
and the issues that have been made are always 
recorded in the Minute Book, and the informa- 
tion is obtainable at any time from that record. 
The term “Treasury Stock” should be reserved 
to designate stock that has been issued, but 
which has found its way back into the treasury 
of the company, either by purchase, when that 
is permitted, or by donation. So far as we 
know, the C. P. A. examining boards of the 
country have held to the views given in this 
answer. We trust, therefore, that you will be 
able to convince the bookkeeper to whom you 
refer, both on the ground of accepted practice 
and theoretical accuracy. 


What is the proper treatment in the accounts 
of bonds bought at a discount, and is the term 
“amortization” properly applied to the process 
of bringing their value to par at maturity? 
Should there be a difference in treatment of 
securities bought for speculation and those 
bought for investment?—T. L. H. 


The variations in the price of bonds above or 
below par are technically considered as an inter- 
est adjustment, and as such should be allocated 
over the time until maturity. This process is 
usually called amortization, which has been de- 
fined as the writing off of any debit or credit 
balance over a number of accounting periods. 


Where bonds are bought for speculation, the 
above process is not usually followed, but the 
bond accounts are debited or credited with the 
net amount paid or received therefor. 


How should securities bought on margin be 
handled? For instance, the purchase of a bond 
for $875, with an initial deposit of $25 covering 
the margin, and subsequent payments, to be 
applied to the purchase price, of $100 and $50, 
and an interest payment on the bond of $25. 
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Is the margin any part of the pur- 
chase price, and should accounts be 
raised with the broker and with 
the bond?—T. L. H. 

On the books of the broker the customer’s 
account is credited with all payments made by 
him, and with the interest received, and is deb- 
ited with the bond purchased. The account 
after the above transactions would appear with 
a debit entry of $875, and with credit entries 
for the $25, $100, $50, and $25, leaving the ac- 
count with a debit balance of $675. Such an 
account is said by the broker to be “long,” and 
the difference between the debit balance and 
the market price of the bond is said to be the 
“margin” on the account. 

On the books of the customer the broker 
would be debited with the various payments 
made and with the interest on the bond, and 
would be credited with the cost of the bond. 
This account would appear after the above 
transactions with a credit balance of $675. No 
separate account need be kept with the bond 
until it is delivered by the broker. 


Does a woman cease to be an infant, in the 
legal sense, if she marries before she reaches 
her majority?—P. K. 

The general rule is that the marriage of a fe- 
male infant emancipates her for all purposes. In 
New York, however, she remains an infant for all 
purposes until she reaches the age of 21, with the 
exception that her parents’ control over her ceases 
at her marriage. 


Do I understand the term “tenement” cor- 
rectly, when I say it differs from an easement 
therein that it is made up of things tangible 
plus things not tangible, while an easement be- 
longs altogether to the things not tangible?— 
Pak. 


In law, three terms are used to denote real 
property. The first, land, includes the soil and 
everything affixed to it. The term “tenement” 
is a broader term, and it not only includes the 
ground and whatever is affixed to it, but also any 
right or privilege growing out of the ground, 
such as the right of a person to pass over the 
ground. As an easement is merely a right or 
privilege which one has in the land of another, 
it is comprehended in the term “tenement.” The 
term “hereditament” takes in anything that may 
be inherited, so that it includes soil and every- 
thing affixed to it and every right growing out 
of it, and it also includes any particle of personal 
property which under the law would descend to 
the heir, such as paintings in mansion houses of 


PACE STUDENT 


January, 1917 


estates in England. An easement, 
of course, is a thing not tangible. 


A concern is engaged in the busi- 
ness of selling articles on the instalment plan, 
the contracts calling for payments at stated in- 
tervals. Is the concern justified in setting up 
the amount called for on these contracts as Ac- 
counts Receivable? Should discount on all the 
accounts be figured and deducted to arrive at 
the exact present value of the contract amounts? 

When the concern indicated has fulfilled its 
portion of the contract, that is, has made com- 
plete delivery thereon, and the contracts are 
the ordinary contracts of purchase, it is cus- 
tomary to set up the amount of these contracts 
as Accounts Receivable. It is usual also to 
provide a reserve for possible losses thereon. 
In the ordinary statement prepared for a run- 
ning business, it is not necessary to calculate 
possible discount in advance upon these ac- 
counts, as the discount is essentially connected 
with the collection and not with the sale, and 
should be borne by the accounting period, which 
has the advantage of the increased capital re- 
sulting therefrom. If the contracts are of long 
duration, the present value is sometimes cal- 
culated in statements where it is necessary to 
know the exact value. Such statements, how- 
ever, are the exception and should not, ordi- 
narily, form the basis for profit and loss cal- 
culations. Otherwise, one period will have to 
suffer a cost for which a succeeding period 
receives the benefit, which is contrary to the 
fundamental accounting principles of periodic 
divisions of income and expense. 


Would you please explain to me estates in 
possession, reversion, remainder—also particular 
estate? I can’t understand remainder being 
vested or contingent.—A. C. D. 

An estate in possession is any interest that you 
own and enjoy by virtue of your possession of 
the property itself. 

An estate in reversion is one where the inter- 
est remains in the grantor, or his heirs, to be 
enjoyed by him, or them, upon the termination of 
the particular estate. For example, A grants an 
estate to B for his (B’s) life. On B’s death the 
estate would revert back to A, if living, or, if he 
is dead, to his heirs. Such an estate would be an 
estate in reversion. 


An estate in remainder would be as follows: 
A grants an estate to B for his (B’s) life, with 
remainder to C. C’s estate would be an estate 
in remainder. B’s estate would be the particular 
estate. 
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~ ONESTY— a home- 
i ly word but sweet, 

conveying to our 
grateful hearts a 
sense of security, of rugged 
fairness, of dependability, of 
virtue that carries far beyond 

= the mere protection of property 
rights. 

True, you must not without permission take 
and use my horse, my gold, my loaf of bread; 
but neither should you violate that higher hon- 
esty that apportions to each man the things to 
which he is justly and fairly entitled, regardless 
of statute law or court decision. 

Honesty, on the part of the employer, ad- 
vances the wage scale before the strike, or 
maintains it despite the strike; it provides, so 
far as humanly possible, good air, good light, 
good tools, disability and 
old-age benefits, education 
for advancement, and other 
legitimate products of co- 
operative effort, for the men 
and women who make cap- 
ital productive. 

Honesty, on the part of 
the employee, leads him to 
a cooperative view of his 
employment—a belief in his 
work and in his organiza- 
tion; it leads him to con- 
serve for his organization 
the time he sells as though 
it were actual money; and 
it requires of him, so long as 
he serves, conscientious at- 
tention to duty regardless of 
supervision, and whole-heart- 
ed loyalty to the enterprise of which he is a part. 

Honesty, in fine, rises above the letter of the 
law and the letter of the contract, and enters 
the realm of moral right and wrong, apportion- 
ing the credit, the blame, the wage, the salary, 
the profit, in accordance with a fair and con- 
scientious interpretation of the rights of all. 

Without the fundamental quality of honesty, 
the most artful and painstaking effort produces 
but a spurious imitation of worth, a structure 
foredoomed to ruin; with it we can build in a 
man, in a business, in a nation, every attribute 
of character and greatness, a structure fore- 
ordained to stand. 


AILROADS have found great advantage 
in withholding from the income of each 
year a certain definite amount as a Reserve for 
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Betterments. With the constant 
increase of traffic demands and of 
competition, frequent betterments 
of trackage, of rolling stock, and 
of other equipment, are necessary to maintain 
the volume of traffic and to increase that 
volume. 

Similarly, young men of to-day are finding it 
greatly advantageous to build up a Reserve for 
Betterments. The constant demands of Busi- 
ness and of competition require that the young 
man in commercial life must, with each year, 
be able to render better service, be equipped 
with more thorough knowledge and more defi- 
nite technical training, than during the year be- 
fore, in order that he may secure a better in- 
come or even maintain his relative position in 
the commercial world. 

Is your reserve for personal betterments suffi- 
cient to meet the needs of 
the new fiscal year and of 
succeeding years? How 
many hours are you reserv- 
ing from pleasure — how 
‘many dollars are you re- 
serving from your weekly 
income—for this reserve, in 
order that you may by in- 
creased mental efficiency 
produce greater income and 
occupy a higher place in 
the Business World of to- 
morrow? 


RODUCTIVITY is the 

thing, my son, produc- 
tivity. Dreams, visions, 
plans, and hopes may prop- 
erly find their way into 
your mental hopper, but the world measures 
you by the grist you grind. Encourage, if you 
choose, your longing for literary expression, 
your aspiration to clothe noble thoughts in en- 
during words, but in the meantime justify your 
board and keep by a tangible product—the sell- 
ing of goods or the writing of letters. Dream 
yourself, if you choose, a great captain of in- 
dustry—imagine yourself rewarding merit, alle- 
viating the burdens of labor, and endowing 
universities—but down in the world where the 
rest of us live, please saw a little organization 
wood. 


All honor to the boy who aspires to be Presi- 
dent but who manages a paper route in the 
meantime, for he transmutes his dreams and 
hopes into the realities of service and profit; 
and all honor, too, to the bookkeeper who sees 


Produc- 
tivity 


Your 
Power 
to Buy 


his own shadow big on the screen 
of the future, but who to-day, now, 
offers a product of unfailing cheer- 
fulness and accuracy in his work. 
Produce, and your reward will be certain. Pro- 
duce liberally, and your reward will be both 
certain and great. 
“Ye shall know them by their fruits.” 


R. EMPLOYEE of the Fixed Income, our 
keen sympathy goes out to you in these 
prosperous days of war profits, of $10 flour, of 
$3 potatoes, of 60-cent eggs! Your little monthly 
stipend from the government, the city, or the 
school board, once did valiant service for you 
and wifie and Johnnie and Susie. Of course, 
you and wifie planned down to the nickel, even 
in those faraway days of affluence. There was 
so much for rent, so much for wood, so much 
for clothes, a little for incidentals, and a wee 
bit for the savings account. But by dint of 
thrifty management you lived in quiet comfort, 
never relieved from economic pressure, but with 
fair prospect of economic security. 

The prices of the things you buy, however, 
are subject to variations; and the variations 
since you and wifie went into partnership have 
been consistently in one direction—upward. 
Your Fixed Income, on the other hand, has 
been steadiness itselfi—the check each month for 
$83.33, or $100, or $125 calls for the same num- 
ber of dollars, if not for the same purchasing 
power, now as it did ten years ago. Perhaps 
your income has been rigidly advanced a notch 
—the extra $8.33 or $16.66 a month is more 
than offset by the increasing needs of Johnnie 
and Susie, and the demands of their husky little 
brother who drifted in on the crest of the high- 
price wave. 

Little by little, the expansion of prices playing 
against the fixity of income has made itself felt. 
You have let little luxuries go by the board, 
wifie has made over her hats, not once but 
twice, you have moved to cheaper quarters, 
you took temporary work during your last va- 
cation, and your family must soon pass from 
stews and pot-roasts to meatless days, in true 
war style. 

In fine, your real income—your power to buy 
—has been reduced by every advance in the 
price of commodities, and you find yourself, in 
common with many of your neighbors, facing an 
economic crisis. 


You say the facts are well known—your in- 
terest is in the remedy; you ask the way out. 
There are easier problems to solve. Aside from 
the relief that would come with an era of lower 


PACE STUDENT 


January, 1917 


29 


prices—an era not yet in prospect— 
there are only two ways of chang- 
ing the net results. The first is 
retrenchment of expenditure, a rem- 
edy you have already applied, and there is a 
limit in this beyond which you cannot go. The 
other is to remove the fixity of income —the 
rigid part of the condition must be made to 
yield to your inteligence and ingenuity. Posi- 
tions are not necessarily prison sentences for 
life, and the man who prepares himself for re- 
sponsible work can market his services in an 
era of high prices, on a basis commensurate 
with the prices of other commodities. The rem- 
edy does not lie in a too-ready acceptance of a 
fixed income and an unjust limitation of buying 
power, but in vigorous preparation for useful- 
ness and a proper marketing of developed ca- 
pacity. 


HAT have you available in your Culture 

Account? Would an analysis disclose 
a knowledge of poetry, a familiarity with good 
prose, an appreciation of art, an understanding 
of music, a knowledge of history, the possession 
of a modern language, a control of the prin- 
ciples of politics and statecraft? Do your men- 
tal resources consist solely of the tools of trade 
—the pick and axe which you wield for daily 
bread? If you plead guilty to bankruptcy in 
culture in this day of grace, shame on you! 

My barber, foreign-born, can educate you in 
music—he hears more operas in a season than 
many prosperous Americans do in a decade. I 
am acquainted with a chauffeur, foreign-born, 
with a small and limited income, who is an 
expert on ceramics—if the word is unfamiliar, 
look it up. I know a stenographer, foreign- 
born, who writes most creditable verse; an ac- 
countant, foreign-born, who speaks five lan- 
guages. I also know many Americans, native- 
born, who by reason of early advantages and 
college training have respectable Culture Ac- 
counts. 

As a nation and as individuals, however, we 
are vocationally strong, culturally weak. Apply 
the remedy—two hours a week, well directed, 
will accumulate a respectable balance within a 
year and provide you with some measure of the 
joy of life to which you are entitled. 


In negotiation and argument be content to give a 
foot to gain a yard—a wise man is willing to trade 
fifty cents for a dollar. 


A man who would rather have his own way in 


an argument than to sell goods had better keep off 
the road. 


Culture 
Accounts 


Knowl- 
edge 

of Ac- 
count- 


ing 


The 
Employ- 
ment 
Question 


NOWLEDGE of Account- 

ing is one of the most im- 

portant subjects for any one, 

and especially engineers, to know 

in order to advance in Modern 

Business, according to the anony- 

mous donor of $600,000 to Colum- 

bia University for a School of 
Business. 

In his letter to President Butler, 
the donor says in part: 

“For many years I have urged 
upon the men controlling educa- 
tional institutions the desirability 
and necessity for a branch of study 
that would give a knowledge of 
business. There are scores of men 
who must follow a business career 
to every man who can have a pro- 
fession. Again: The professional 
man, in a large majority of cases, 
especially engineers, will look for- 
ward to the time when he can em- 
ploy professionals, or to the time 
when his success in his profession 
will place him in the management 
of a large property. But if he has 
no knowledge of business, especial- 
ly a knowledge of accounting, how 
can he expect to direct others who 
possess such knowledge? 

“Scores of times, during the last 
third of a century, have I had 
young engineers, fresh from col- 
lege, apply to me for employment, 
and almost invariably they have 
stated that the amount of the sal- 
ary was a secondary consideration, 
that their desire was to get em- 
ployment with our company, where 
they would have prospects of 
eventually reaching the position of 
manager of one of our properties. 
I generally asked them if they 
had a knowledge of accounting. 
Almost invariably they had not. I 
would advise them to take a six 
months’ course in a commercial 
school and then again make appli- 
cation for employment. 

“During the last twelve or fif- 
teen years there has been an im- 
provement, and fewer institutions 
turn out utterly helpless gradu- 
ates.” 

The above is but one of many 
evidences of the fact that Modern 
Business is placing greater and 
greater value upon a knowledge of 
Accounting and allied subjects as a 
prerequisite to commercial suc- 
cess. 


EVELOPING the personal 
equipment of business  or- 
ganizations is to-day a sub- 
ject engrossing the minds of em- 
ployers and captains of industry. 
Fifty years ago the perfection of 


physical equipment necessary for 
production demanded supreme at- 
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tention, but accomplishment in this 
direction has been so stupendous 
within recent years that the oppor- 
tunities for further development 
along the line of material equip- 
ment have been well-nigh ex- 
hausted. This is the opinion of F. 
C. Hendershott, of the New York 
Edison Company, as reported in an 
article appearing in The New York 


Evening World, November 21, 
1916. 
Mr. Henderschott believes that 


the employment question is the 
most important problem confront- 
ing the great corporations at this 
time. To build up a capable and 
permanent force of employees that 
will be loyal to the interests of 
their organization and will be 
happy in the performance of indi- 
vidual duties is an achievement of 
no small moment. An employment 
department under the control of 
some responsible official should 
form part of the organization of 


every large company, Mr. Hender- 


schott thinks, and intensive consid- 
eration should be given to the em- 
ployment or discharge of each 
member of the staff. Other fea- 
tures, educational, recreational, and 
the like, should also be included in 
the functions of the employment 
department. Apropos of welfare 
work, Mr. Henderschott is quoted 
as saying: “The best way is to put 
it in the hands of the employees, 
encouraging and helping, but in no 
sense directing their recreational 
activities. Safety and education, 
however, are properly the direct 
concern of every employer of la- 
bor.” 


A concrete illustration of educa- 
tional and welfare work in a large 
corporation is to be found in the 
New York Edison Company, of 
which Mr. Henderschott is head of 
the Bureau of Education. The ed- 
ucational features include a Tech- 
nical School, a Commercial School, 
and an Accounting School, offer- 
ing courses designed to develop 
the efficiency of the employees. 
Among the welfare features are 
full compensations to injured em- 
ployees, service annuities, savings 
and loan shares, as well as social 
and beneficial features derived 
from membership in the Employees’ 
Association. 

To quote once more from Mr. 
Henderschott’s remarks, “The 
modern employer is coming to 
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realize that his true monument is 
not a great factory, but is a great, 
efficient, loyal, happy organiza- 
tion.” 


T is estimated that about $25,- 
000,000 was distributed by busi- 
ness organizations of New York 

in December to their employees as 
Christmas bonuses, and that ten 
times this sum was distributed 
throughout the country. The high 
cost of living is given as the imme- 
diate cause of the bonuses, although 
the giving of bonuses as a business 
policy is more popular with em- 
ployers than increasing wages. 

American industries and business 

organizations have been unusually 
prosperous during the past year. 
This fact has made the granting of 
bonuses possible. The lead in cor- 
poration giving was taken by the 
Guaranty Trust Company, which 
set aside $300,000 for distribution 
as bonuses among its employees. 
Many other organizations then did 
the same thing, the amounts set 
aside varying from twenty to five 
per cent. of the employee’s annual 
salary or wage. 


Some of the largest concerns 
that gave bonuses to their em- 
ployees are The American Tele- 
phone & Telegraph Company; The 
Western Union Telegraph Com- 
pany; The Standard Oil Company 
of New Jersey; The Atchison, To- 
peka & Santa Fe Railroad; The 
United States Steel Company; The 
Jones & Laughlin Steel Company; 
The General Electric Company; 
The du Pont Powder Company; 
The National City Bank; and J. 
P. Morgan & Company. 

Other organizations that either 
increased the wages of their em- 
ployees or gave them substantial 
bonuses are The Liberty National 
Bank; The Equitable Trust Com- 
pany; The National Surety Com- 
pany; The Union Bag and Paper 
Company; The National Blank 
Book Company; The Henry Mail- 
lard Company; The Barrett Com- 
pany; The Kohler & Campbell 
Company; The Aluminum Goods 
Manufacturing Company; The New 
York Stock Exchange; The New 
York Cotton Exchange; and The 
New York Produce Exchange. 


The above concerns and organ- 
izations are only a few that might 
be mentioned. The _ significant 
point is that Modern Business, in- 
stead of appearing in the heartless 
light in which it is often carica- 
tured, is actually mixing sentiment 
with business and finding it good 
sense to do so. 


“rank A. 


is rapidly extending the foreign 


anderlip, markets for American trade. 
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Mr. Vanderlip, because of his pa- 
triotic interest in municipal, state, 
and national matters, and in educa- 
tion, has been highly honored in 
many ways. He has been chairman 
of the Finance Committee of the 
New York Chamber of Commerce, 
and president of the New York 
Clearing House. He is a trustee of 
New York University and the Car- 
negie Foundation, and a life trustee 
of the Massachusetts Institute of 
Technology. He has been the re- 
cipient of many honorary degrees— 
among them LL.D.—from various 
colleges and universities. 

Mr. Vanderlip is an intense be- 
liever in continuous education for 
the man who would fully develop 
his latent powers. His own career 
is largely the result of intensive and 
constant study. He, more than any 
other one person, is responsible for 
the comprehensive educational sys- 
tem which the National City Bank 
has worked out for the development 
of its one thousand or more em- 
ployees. He is the author of nu- 
merous addresses on economic and, 
financial subjects and of a widely 
read book called Business and Edu- 
cation, an excerpt from which fol- 
lows: 
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“The changed scope, character, 
and methods of Modern Business 
have united to demand men with a 
training superior to anything that 
was ever needed before as the suc- 
cessful commercial leaders of the 
future. That training cannot be had 
in the highly specialized processes 
of the routine work of the office. 
The practical school of experience 
is too wasteful as a teacher of gen- 
eral principles. There will, of course, 
be the exceptional man who will 
come up through that routine train- 
ing and dominate his field by the 
force of his intellect, but in the 
main the new condition of affairs 
demands a superior training such as 
only the schools can give.” 

Any sketch, however brief, of Mr. 
Vanderlip’s life that left out all ref- 
erence to his personality would be 
inexcusably weak, for Mr. Vander- 
lip is a man that inspires not only 
loyalty and respect, but real affec- 
tion, on the part of all with whom 
he has business or social relations. 
Affable and approachable, consider- 
ate of others and wishing to help 
them in every way possible, simple 


and straightforward in manner and 
speech, and always generous and 
just, he has built up an esprit de 
corps among his associates, from 
vice-presidents to office boys, that 
is little short of marvelous. If ever 
a man deserved the fullest measure 
of success, it is Frank A. Vanderlip, 
once machine-shop worker, now 
world banker, world patriot, and the 
highest-quality product of the magic 
American opportunities of to-day. 


GEORGE W. MOORE, C.P.A. 
(W. Va.), Washington School of 
Accountancy, has accepted a posi- 
tion on the staff of Price, Water- 
house & Company. Mr. Moore was 
formerly employed as _ General 
Bookkeeper for the National Bank 
of Washington. 


LOUIS GANSNER, New York In- 
stitute of Accountancy, has severed 
his connection with the Citizen’s 
Central National Bank to enter pub- 
lic accounting practice on the staff 
of Lovejoy, Mather & Hough. 


MAURICE CANTER, Detroit 
Technical Institute, has taken up his 
residence in New York City and has 
joined the staff of Henry Homes, 
C.P.A. Mr. Canter was formerly 
engaged in accounting work for the 
Ford Automobile Company. 


Midyear Openings of Schools Giving Pace Courses 


HE following is the schedule of the midyear opening dates of several of the Accountancy 
Schools giving Pace Courses: 


Pace Institute of Accountancy, Boston, Mass—Monday, Jan. 29 

Buffalo School of Accountancy, Buffalo, N. Y.—Thursday, Feb. 1 

Pace Institute of Accountancy, Hudson Terminal, N. Y.—Thursday, Feb. 1 
Cleveland School of Accountancy, Cleveland, Ohio—Friday, Feb. 2 

New York Institute of Accountancy, 23d St. Y. M. C. A., N. Y.—Friday, Feb. 2 
Newark School of Accountancy, Newark, N. J.—Monday, Feb. 5 

Detroit Technical Institute, Detroit, Mich—Monday, Feb. 5 

Accountancy Institute of Brooklyn, Central Y. M. C. A., B’klyn, Tues., Feb. 6 
Baltimore Institute of Accountancy, Baltimore, Md.—Thursday, Feb. 8 
Washington School of Accountancy, Washington, D. C.—Friday, Feb. 9 
Chicago School of Accountancy, Chicago, Ill—Wednesday, Feb. 7 

St. Louis School of Accountancy, St. Louis, Mo.—Thursday, Feb. 8 


The meeting hour for each opening session is 7:45 P.M. There will be thoughtful addresses on 


various practical aspects of Acountancy and Business Administration. 
will be either Homer S. Pace, C.P.A., or Charles A. Pace, of the New York Bar. 


In every case the speaker 
All who are 


interested in Business as a profession, and in the educational preparation for that profession, are 
invited to attend, without any obligation whatever to enroll. 
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New York 
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Horatio 
N. Drury, 
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Use of 
“Shall” 
and 
“Will’ 


Rules 


HE proper use of 
shall and will is 
one of the most 
perplexing as- 
pects of Gram- 
mar — needlessly 
perplexing, to a 
considerable de- 
gree, as will be 
observed from a 
study of this article. 


Shall and will always express one 
of two thoughts—futurity or voli- 
tion. By futurity is meant what is 
thought of as destined to come to 
pass in the natural order of events, 
without any intervention on the 
part of the framer or the subject 
of the sentence. By volition is 
meant what is destined to come to 
pass as a direct result of interven- 
tion on the part of the framer or 
the subject of the sentence. Voli- 
tion may take the form of a prom- 
ise, an intention, a determination 
or a resolution, a threat, a wish, a 
command, a request, a desire, a per- 
mission. The first question to be 
settled by the framer of the sen- 
tence is whether he wishes to ex- 
press futurity or volition. In many 
cases, of course, either futurity or 
volition may be defended. 


It is convenient to think of shall 
and will as being used in one of 
three separate kinds of word-com- 
binations—in independent clauses, 
in dependent clauses, or in ques- 
tions. Although there are a few 
exceptions to the following prin- 
ciples governing the use of shall 
and will, what is said holds true in 
the majority of cases. 

In Independent Clauses. 

In order to express futurity, use 
Shall with I and we and will with 
all other subjects. In order to ex- 
press volition, use will with I and 
we and shall with all other sub- 
jects. 

In Dependent Clauses— 
First Subdivision 

In noun clauses introduced by 
that, expressed or understood, with 
a subject different from the sub- 
ject of the main verb, to express 
futurity, use shall with I and we, 
and will with all other subjects, and 
to express volition, use will with 
I and we, and shall with all other 
subjects. 


These are the same rules as gov- 
ern the use of shall and will in in- 
dependent clauses. 

In Dependent Clauses— 
Second Subdivision 

In all other dependent clauses, to 
express futurity, use shall, and to 
express volition, use will, no mat- 
ter what the subject may be. 
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In this classification belong noun 
clauses introduced by that, with the 
subject the same as the subject of 
the main verb; dependent clauses 
introduced by relative pronouns — 
who, which, whoever, whatever, 
and the like; and dependent clauses 
introduced by such conjunctive 
words as if, unless, though, since, 
when, and whenever. 

In Questions 

Always say shall I and shall we, 
for the speaker is presumed to know 
his own will. 

In all other questions use shall 
in the question if shall is expected 
in the reply, and will in the ques- 
tion if will is expected in the reply. 

Steps of Procedure 

To use shall and will correctly, 
then, observe the following se- 
quence of thought: 

Thought to be expressed—futur- 
ity or volition. 

Word-combination used — inde- 
pendent clause, dependent clause 
(which subdivision), question. 

Rule involved. 

Application of rule. 

Examples 

The blanks in the following sen- 
tences mean that shall] and will is 
to be considered for insertion. 

| ———_—_———- write the letter. 

Thought to be expressed—voli- 
tion. 

Word-combination — independent 
clause. 

Rule involved—use will after I, 
to express volition. 

Application of rule—I will write 
the letter, is correct. 

Or, 

Thought to be expressed—fu- 
turity. 

Word-combination — independent 
clause. 

Rule involved—use shall after I, 
to express futurity. 

Application of rule—I shall write 
the letter, is correct. 

You be expected to be 
present at the conference to-day. 

Thought to be expressed—fu- 
turity. 

Word-combination — independent 
clause. 

Rule involved—use will after all 
subjects except J and we, to express 
futurity. 

Application of rule—You will be 
expected to be present at the con- 
ference to-day, is correct. 


The horses 
this afternoon. 


be shod 
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Thought to be expressed—futur- 
ity. : 

Word-combination — independent 
clause. 

Rule involved—use will after all 
subjects except I and we, to ex- 
press futurity. 

Application of rule—The horses 
will be shod this afternoon, is cor- 
rect. 

Or, 
Thought to be expressed—voli- 


tion. 


Word-combination — independent 
clause. 

Rule involved—use shall after all 
subjects except I and we, to express 
volition. 

Application of rule—The horses 
shall be shod this afternoon, is cor- 
rect. 

The boys be punished 
for their mischievous conduct. 

Thought to be expressed—voli- 
tion. 

Word-combination — independent 
clause. 

Rule involved—use shall after all 
subjects except IJ and we, to ex- 
press volition. 

Application of rule—The boys 
Shall be punished for their mis- 
chievous behavior, is correct. 

Or, 
Thought to be expressed—futurity. 

Word-combination — independent 
clause. 

Rule involved—use will after all 
subjects except IJ and we, to ex- 
press futurity. 

Application of rule—The boys 
will be punished for their mis- 
chievous behavior, is correct. 

My friend says that he 
not be able to attend the meeting. 

Thought to be expressed—futur- 
ity. 

Word-combination — second sub- 
division of dependent clauses. 

Rule involved—use shall with all 
subjects, to express futurity. 

Application of rule—My friend 
says that he shall not be able to 
attend the meeting, is correct. 

John has told me that his sister 

attend college in the 
fall. 

Thought to be 
turity. 

Word-combination—first subdivi- 
sion of dependent clause. 

Rule involved—use will with all 
subjects except I and we, to ex- 
press futurity. 

Application of rule—John has 
told me that his sister will attend 
college in the fall, is correct. 

Or, 

Thought to be expressed—voli- 

tion on John’s part. 


expressed—fu- 
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Word-combination—first subdivi- 
sion of dependent clauses. 

Rule involved—use shall with all 
subjects except I and we, to ex- 
press volition. 

Application of rule—John has 
told me that his sister shall attend 
college in the fall, is correct. 

George insists that he 
go to the picnic. 

Thought to be expressed—voli- 
tion. 

Word-combination—second 
division of dependent clauses. 

Rule involved—use will with all 
subjects to express volition. 

Application of rule—George in- 
sists that he will go to the picnic, 
is correct. 

George insists that his brother 

go to the picnic. 

Thought to be expressed—voli- 
tion on George’s part. 

Word-combination—first subdivi- 
sion of dependent clauses. 

Rule involved—use shall with all 
subjects except I and we, to ex- 
press volition. 

Application of rule—George in- 
sists that his brother shall go to the 
picnic, is correct. 

Fist appear that you 
are right, I will apologize. 

Thought to be expressed—fu- 
turity. 

Word-combination—second 
division of dependent clauses. 

Rule involved—use shall with all 
subjects, to express futurity. 

Application of rule—If it shall 
appear that you are right, I will 
apologize, is correct. 

If Henry pay the bill, 
the suit will be dropped. 

Thought to be expressed—voli- 
tion on Henry’s part. 

Word-combination—second 
division of dependent clauses. 

Rule involved—use will with all 
subjects, to express volition. 

Application of rule—JZf Henry 
will pay the bill, the suit will be 
dropped, is correct. 

I request that you 
main seated. 


Thought to be expressed—voli- 
tion on your part. 


Word-combination—second 
division of dependent clauses. 

Rule involved—use will with all 
subjects, to express volition. 

Application of rule—I request 
that you will remain seated, is cor- 
rect. 


sub- 


sub- 


sub- 


re- 


sub- 


——_—_———- we Start now? 

Thought to be expressed—fu- 
turity. 

Word-combination—a question. 

Rule involved—use shall with I 
and we in all questions. 
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Application of rule—Shall we 
start now? is correct. 

—————- you receive the caller? 

Thought to be expressed—voli- 
tion because volition is implied in 
the answer “Yes, I will receive 
him.” 

Word-combination—a question. 

Rule involved—use wil] in the 
question, because will is expected 
in the answer. 

Application of rule—Waill you re- 
ceive the caller? is correct. 

Or, 

Thought to be expressed—fu- 
turity, as being your custom. 

Word-combination—a question. 

Rule involved—use shall in the 
question, because shall is expected 
in the answer. 

Application of rule—Shall you re- 
ceive the caller? is correct. 

the lawyers adopt the 
proposed resolution? 

Thought to be expressed—fu- 
turity, if the lawyers are thought of 
as accepting the resolution as a 
matter of course. 

Word-combination—a question. 

Rule involved—use will in the 
question, because will is expected 
in the answer. 

Application of rule—Waill the 
lawyers adopt the proposed resolu- 
tion? is correct. 

Or, 

Thought to be expressed—voli- 
tion on the part of the lawyers or 
of another agency. 

Word-combination—a question. 

Rule involved—use shall in the 
question, because shall is expected 
in the answer. 

Application of rule—Shall the 
lawyers adopt the proposed reso- 
lution? 

Specials Points Regarding the Use 
of Shall and Will. 

In a military order wil] with the 
second and third persons is correct, 
to express a command. 

Example—You will (command on 
the part of a superior officer) take 
charge. 

After the expressions It is (was, 
etc.) requested or desired, always 
use shall in the dependent clause. 

Examples—It is requested that 
no employee shall leave before five 
o’clock. 

It is desired that goods shall be 
sold for cash only. 

I and we should be followed by 
shall in all expressions implying 
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courtesy—such expressions as be 
pleased, be glad, be happy, be hon- 
ored, be favored, and the like. 

Example—We shall be pleased to 
have you take luncheon with us at 
the Harvester Club. 

The correct use of shall and will 
depends upon a mastery of the 
principles of usage laid down in this 
article. These principles are few 
in number; they are universally ap- 
plicable; they are not difficult to 
learn. The conclusion therefore is 
inescapable that whoever constant- 
ly confuses his wills and his shalls 
does so because of mental laziness 
or inexcusable ignorance. 


ELIAS MANSFIELD, Los An- 
geles School of Accountancy, is now 
living in New York City, where he is 
engaged in public accounting work 
on the staff of William A. Mulligan, 
C.P.A. 


LESTER H. LYONS, Accountancy 
Institute of Brooklyn, has severed 
his connection with F, A. Sellers, C. 
P.A., to accept a post as Accountant 
for the All-Package Grocery Stores 
Company. 


JOSEPH B. BAERNCOPF, New- 
ark School of Accountancy, has sev- 
ered his connection with the Public 
Service Corporation to accept a po- 
sition as Auditor on the staff of S. 
H. Wolfe, Insurance Accountant. 


ROBERT C. BEERS, Accountancy 
Institute of Brooklyn, has recently 
joined the staff of Arthur Young & 
Company. Mr. Beers was formerly 
connected with Philip B. Gaynor, 
C.P.A. 


CHARLES R. LAW, New York In- 
stitute of Accountancy, has taken up 
his residence in New York City and 
accepted a position as bookkeeper 
for the Maxim Munitions Corpora- 
tion. 


CHARLES E. WELDON, Pace In- 
stitute of Accountancy, has accepted 
a position in the accounting depart- 
ment of the Pacific Commercial 
Company. Mr. Weldon was for- 
merly employed as bookkeeper for 
the Fessenden Cooperage Company. 


EDWARD M. MILLER, Pace In- 
stitute of Accountancy, has accepted 
a position as bookkeeper for the 
Concrete Steel Company. Mr. Mil- 
ler was formerly employed by 
Messrs. Comstock & Washburn. 


R. A. BODKIN, Accountancy In- 
stitute of Brooklyn, is engaged in 
the practice of Public Accountancy 
at 80 Wall Street, as a member of 
the firm of Bodkin, Teschke & Co. 


Question 
and 
Answer 
Depart- 
ment 
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In the above case the remainder 
would be a vested remainder, that 
is, it must come to C immediately 
upon the death of B, and if C is 
dead, to his heirs. A contingent re- 
mainder is one which may become 
vested, but the estate may be de- 
feated by the performance or non- 
performance of a condition. For 
example, A grants an estate to B 
for life, with remainder to the heirs 
of C, who at the time of the grant 
is living. A living man does not 
have heirs, although he may have 
children, nephews, nieces, etc. If 
in the case given C dies before A, 
then, of course, C would have heirs 
and the heirs would take the estate. 
If on the other hand B dies before 
C, C would not have heirs and the 
remainder could not vest. Conse- 
quently, a contingent remainder is 
one where no present interest 
passes because of an uncertainty as 
to whether there will be any one to 
take when the particular, or first, 
estate expires. In the case of a 
vested remainder, a present interest 
does pass and the remainderman can 
dispose of that interest, subject, of 
course, to the rights of the person 
holding the first or particular es- 
tate. 


EALIZING the great impor- 
R tance of the subject of prac- 
tical accounting experience 

to all members and would-be mem- 
bers of the Accountancy profes- 
sion, the Committee on Education 
appointed by the American Asso- 
ciation of Public Accountants 
(now reorganized as the Institute 
of Accountants) devoted its ener- 
gies during the year which closed 
last September to an investigation 
and consideration of this vital 
question. The results of the Com- 
mittee’s labors are given in their 
report, which was presented at the 
annual meeting of the Association. 
Two important phases of the 
question of practical accounting 
experience are covered in the 
Committee’s report. The first 
phase is the construction placed by 
boards of examiners on the term 


“practical accounting experience” 
when used in the statutes, or 
in the rules of examination of 


candidates for the C.P.A. certifi- 
cate. The second phase is that of 
the laboratory methods in use at 
various colleges and universities, 
which provide practical accounting 
experience for the undergraduate. 
It is stated in the report that be- 
cause of insufficient time the inves- 
tigation of the Committee had 
been limited to the courses given 
in colleges and in universities, al- 
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though reference is made in the re- 
port to the work of two private 
schools, the Pace & Pace course 
and the Walton course. 

That the term “practical ac- 
counting experience,” used in a 
state law is capable of being vari- 
ously construed and thus of caus- 
ing confusion or worse, is shown 
in the Committee on Education’s 
report. It is pointed out that the 
term in question is not defined or 
described in any state law when 
the phrase is used alone; nor is 
the full nature or extent of the 
term disclosed when it is used in 
apparent contrast to “public ac- 
counting.” To quote from the re- 
port: “Some of these state laws 
seem to distinguish between ‘prac- 
tical accounting experience’ gained 
in public practice from that ac- 
quired elsewhere. This distinc- 
tion exists in no less than twelve 
states. The general term ‘practical 
accounting,’ or words of similar 
import, used by itself, unlimited, 
undefined, unrestricted in meaning, 
not distinguished from public ex- 
perience, exists in the laws of a 
majority of the states. Other 
state laws construe two or more 
years’ study in an _ accounting 


school as the equivalent of train- 
ing in the office of a public ac- 
countant. Several boards have 
construed the accounting experi- 
ence gained by a chief bookkeeper 
or auditor of a large business ven- 
ture, if extensive, as practical ex- 
perience sufficient to meet the re- 
quirements. Six states have no ex- 
perience requirements whatever 
embodied in their laws. 


“This loose phraseology has 
caused intolerable mischief. But 
to the credit of by far the larger 
number of the state boards be it 
said that they have sought (after 
the miserable waiver clause—when 
that existed—had expired) to pre- 
vent practical accounting from be- 
ing held idem _ significans with 
bookkeeping.” 


The Committee expresses the be- 
lief that but little injury has re- 
sulted thus far to the Accountancy 
profession from the lack of stand- 
ardization of requirements, except 
where the “waiver clause” has low- 
ered the value of the C.P.A. cer- 
tificate in several instances. 


Under the section of the report 
devoted to laboratory methods the 
Association’s Committee on Edu- 
cation gives a description of the 
work classifying under the term, 
and a report on departments. of 
commerce and accounts in Ameri- 
can universities and colleges. 


Accounting Systems and 
Supplies—Personal Service 


EARS of experience enable us to give your work 
ny: intelligent and careful attention.—Special thought 
is given to designing forms for your individual 
needs—the service is personal, intimate, helpful 


Loose-leaf Binders cs ts hi Sheet Ruling 
Price Books Maograpning —_ Blank-book Making 
Engraving 


We will gladly give ideas on the work you 
are now contemplating, submitting dummies 
and prices when you wish them 


EDWARD KIMPTON COMPANY 


eCMANUFACTURERS 


60 John Street 
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“ ORRESPONDENCE 
schools like the common 
public schools will grow in 

number and influence as the de- 

mand increases, not only for popu- 
lar education, but also for a con- 
tinuous education which lasts far 
beyond the ‘school days’ of the ac- 
tive man, whether he be mechanic, 
professional, or business man.” 

This opinion was expressed by Dr. 

Lee Galloway of New York Uni- 

versity in an article appearing re- 

cently in The Annals of the Amer- 
ican Academy of Political and So- 
cial Science. 


“The extent of the influence of 
correspondence schools at the 
present time may be judged by 
the vast armies of students en- 
rolled and by the immense expend- 
itures made in preparing and an- 
nouncing the courses of instruc- 
tion,” says Dr. Galloway. ‘“Thou- 
sands of men and women are in- 
spired to undertake educational 
work, and where high ideals and 
standards are maintained by the 
schools, great is their power for 
good.” 


Dr. Galioway classifies the 
courses offered in correspondence 
schools into three groups: (1) gen- 
eral training in fundamental sub- 
jects, (2) specialized technical 
training (such as the Pace Ac- 
countancy Course), and (3) general 
commercial training. The text and 
lesson material used by the schools 
and the service rendered to the 
students are also discussed by Dr. 
Galloway. Emphasis is laid on the 
need for the right kind of criti- 
cism and help for the student, and 
on the value of encouragement to 
those whose enthusiasm has begun 
to wane or whose path is beset 
with difficulties. 


SPECIAL commercial news 

bulletin found its way to our 

desk the other day. It is so 
pat and tersely worded that we ap- 
pend it. 


“Believing that a salesman’s ad- 
dress is a big factor in his ultimate 
success the National Cash Register 
Company is devoting its energies 
to developing salesmen along that 
line. It is conducting classes in 
voice culture, encouraging the men 
to study Business English, and 
continually emphasizing how im- 
portant it is to use the right word 
in the right way. 


“While this may seem rather far- 
fetched to some of us, and while 
we are apt to think that ‘how we 
say it’ is of small consequence, still 
we must admit that being able to 
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express our thoughts. clearly, 
smoothly, and in good English is 
a decided asset—especially in sell- 
ing to the better classes of business 
executives who might look down 
on a salesman not his equal in this 
respect. If you will think back 
over your early experience in sell- 
ing, you will doubtless recall vari- 
ous sales where a better knowl- 
edge of the choice and application 
of words would have made the 
sledding much easier. 

“Perhaps the most serious mis- 
take made by most salesmen in 
selecting words is to overindulge 
in superlatives—words we use to 
describe our goods or our service. 
The National Cash Register Com- 
pany impress upon their men that 
it is dangerous to use superlatives 
in selling. They even go so far as 
to hold that it is often better to 
underestimate a quality, than it is 
to overestimate it. 


“The reason for this is quite 
plain if one stops to reason it out. 
When you describe a thing with 
such words as, ‘best’ ‘unsurpassed’ 
‘best in the world’ with a desire 
to exaggerate, even if your pro- 
duct is the best in the world, he 
won't believe it just because you 
say so, so he discounts your state- 
ment, and, of course, discounts 
your entire selling talk likewise. 
He puts you. down as being over- 
enthusiastic. Your statements don’t 
ring true. 


“On the other hand, it is human 
nature to credit a man with more 
than he claims, if he states his 
claims with a depreciating smile 
and in a soft tone. It rings truer 
when you tell a man that with one 
exception your goods are the best 
on the market, than it does to use 
the tongue-worn expression ‘best 
in the world.’ Your prospect will 
regard one as a reserved and frank 
statement of fact, while the other 
will be merely an expression. 


“Taken individually, cases where 
superlative phrases are extrava- 
gantly used are not of serious con- 
sequence. They would not make 
or break a sale. But where they 
get in their deadly work is in giv- 
ing ‘tone’ to our character. And 
that is quite a serious matter, be- 
cause it directly affects a buyer’s 
confidence in us, and as we all 
know confidence must be the first 
step in a sale. 


“Successful writers of sales _lit- 
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erature, especially in businesses 
where results from each letter can 
be carefully checked, declare that 
fifty percent of writing a winning 
letter is to give it a ‘tone’ of sin- 
cerity. And they do this by care- 
fully refraining from using words 
or statements that might sound the 
least exaggerated. Some mail or- 
der houses carry this so far that 
they deliberately understate a 
value, rather than make a state- 
ment which, though true, could not 


be readily believed. Watch your 
little words. ‘Don’t overindulge in 
superlatives. Above all _ avoid 


meaningless generalities.’ ” 


UESTIONS arising in con- 
O nection with the systems of 

accounts prescribed for tele- 
phone companies by the  Inter- 
state Commerce Commission may 
be answered in many cases by con- 
sulting Accounting Bulletin No. 11, 
issued by the Commission a few 
months ago. “This accounting bul- 
letin contains answers to account- 
ing questions which have been 
raised since the issuance of the 
systems of accounts and is pub- 
lished in order that uniformity may 
be had in the application of the 
rules laid down in the systems of 
accounts. It is supplementary to, 
and should be used in conjunction 
with, the systems of accounts pre- 
scribed for Class A, Class B, and 
Class C companies.” The forego- 
ing quotation is taken from an ar- 
ticle on Accounting Classifications 
published in the Telephone Engi- 
neer, September, 1916. 


HE Year Book (1916) of the 

Institute of Accountants in the 

United States of America (in- 
cluding the American Association 
of Public Accountants) contains, in 
particular, three records which 
should be in the library of every 
student of Accountancy: 


A Directory of the thousand Pub- 
lic Accountants who are members 
of the Institute. 

The C.P.A. Laws of the 40 states 
which recognize, by legal enact- 
ments, the Profession of Account- 
ancy. 

Specific information in regard to 
the Departments of Commerce and 
Accounts in the Universities and 
Colleges of the United States. 


We take this opportunity to sug- 
gest that $1.65 is a very reasonable 
price for these records, together 
with all the Convention reports of 
the Institute. Order direct from 
The Ronald Press, New York, men- 
tioning The Pace Student. 


Tele- 
phone 
Ac- 
counts 


Three 
Valu- 
able 
Records 


Tom 
Lacks 
Loyalty 


«6 HIS is sure a fine place to 
work in,if you say it quick!” 
exclaimed Tom, disgustedly. 

“A fat chance a fellow has to get 

ahead here! All those ginks in the 

front office think about is profits 

and dividends. They don’t care a 

tinker’s hurrah about us poor boobs 
that do all the work except to get 
as much as they can out of us with- 
out paying any more than they have 

to. Talk about opportunities for a 

chap to get ahead. Nothing but 

‘bull,’ and it’s worse here than any- 

where else I know of.” 

“Quite an anarchist this Saturday 
afternoon, aren’t you?” commented 
Walter drily. “Everything that is in 
Business is wrong, and especially in 
the concern in which you earn your 
bread and butter; and all because 
you’ve made a mistake in your trial 
balance and have to stay here over- 
time on Saturday! Your reasoning 
power does you great credit!” 

“That’s all right. Make fun of me 
if you want to,” rejoined Tom, net- 
tled at Walter’s ironical reply; “but 
I’d like to know where this old 
sweat-box would go if it wasn’t for 
fellows like us. It wouldn’t last a 
year; it would go on the rocks the 
first thing you know.” 

“Get back to earth!” answered 
Walter. “You’re not saying any- 
thing; you’re just exercising your 
jaws, and you know it. You’ve got 
a splendid chance for promotion 


‘The 
PACE STUDENT 
January, 1917 


right here; so have I; so has every 
other young fellow that develops 
his usefulness for a bigger thing 
than he’s doing. It’s simply a ques- 
tion of delivering the goods.” 

“Like fun it is!” began Tom, 
grouchily. 

“You've talked enough,” continued 
Walter, regardless of Tom’s inter- 
ruption. “It’s my turn now. You 
spoke about the men in the front 
offices. Every one of them fought 
his way up to where he is now from 
a routine job, and most of them be- 
gan with this company. And there 
was one thing that they all had from 
the start and always kept, whether 
you know it or not.” 

“What was that?” queried Tom, 
showing a little interest. 

“Loyalty,” snapped Walter, “Loy- 
alty to their jobs, loyalty to the 
officers, loyalty to the organization. 
If things went askew with them, 
they didn’t begin to pan everybody 
and everything in sight; and they’ve 
got ahead. So will you, if you wait 
awhile and show that you are loy- 
ally devoted to the best interests of 
the company. If you keep on snarl- 
ing and crabbing, you’ll stay where 
you are or be kicked out. Mark 
what I tell you!” 


“I guess there’s something in what 
you say,” replied Tom, his common 
sense returning, especially now that 
he had recalled the oversight that 
had caused the trouble in his trial 
balance. “I’ll try to keep the lid on 
my temper. I know you don’t get 
anything by letting off steam.” 

Tom has come to his senses. No- 
body gains anything, even under try- 
ing circumstances, by saying spite- 
ful, disloyal things about the organ- 
ization. One of the most valuable 
qualities that any man can possess 
who wishes to progress and succeed 
in Business is loyalty. It is loyalty 
that makes personal and organiza- 
tion achievement possible. Walter 
knows that to be true, and Tom will 
have to learn its truth before he can 
give the best of himself to his daily 
work, and thereby brighten his 
chances for advancement. 


HARRIE I. WEINER, Account- 
ancy Institute of Brooklyn, has re- 
cently entered the practice of public 
accounting on the staff of the Twen- 
tieth Century Audit Company. 


RICHARD FITZGERALD, New 
York Institute of Accountancy, has 
accepted the Comptrollership of 
Marsden, Orth & Hastings. Mr. 
FitzGerald’s broad experience in ac- 
countancy practice eminently quali- 
fies him for the important duties of 
his new position. 


Judging from the Past 


Every year the demand for copies of The Annual Review of The Annalist, issued the first 
week in January, exceeds the supply and the edition is quickly exhausted. 
The Annual Review of The Annalist contains the most complete and 


exhaustive summaries of business and industrial development to be 
found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial devel- 
opment of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach of 
all, we will send the next six issues of The Annalist, including The Annual Review, to any 
address, postpaid, on receipt of 50 cents, money or stamps. 


The Annalist 


The Journal of Finance, Commerce, and Economics 
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NCE you have mapped out and 
actually begun a course of study 
with a plainly staked goal in 
view, the question of supplemen- 
tary reading comes up for settle- 
ment. You ask: What shall I 
read? How shall I read? Here 
are six suggestions. 

First, concentrate your mental efforts entirely 
upon the course of study you have begun, trying 
to grasp and assimilate the view-point of the 
course as laid out and presented, and the view- 
point of the instructor in his 
class-presentation. Do not 
give the matter of supple- 
mentary reading any atten- 
tion at all, until you are far 
enough along in your work 
to establish a standard of 
comparison. This caution 
applies with peculiar force 
to technical and professional 
subjects —to Accountancy 
and Business Administration, 
for example. If you begin a 
new course of study and sup- 
plementary reading at the 
same time, you are likely to 
scatter your mental energies 
and to become confused and 
perplexed in your attitude 
toward your studies. It is 
better at first to focus your mind exclusively on 
the course itself. 

Second, carefully compute the amount of spare 
time you will have for supplementary reading, 
after you have come to understand the view- 
point of the course. Make your computation on 
the weekly rather than on the daily or monthly 
basis; your schedule will work out better. Be 
sure to undercompute, if anything, the number 
of spare hours you will have for this purpose; 
then stick to your schedule, actually doing every 
week at least the minimum amount of reading 
that you plan to do. 

Third, divide what you finally pick out to read 
into two kinds of books and articles—those that 
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have a broad and somewhat general bearing upon Sypple- 
your course of study, and those that have a very mentary 
specific bearing upon it. Suppose you are plan- Reading 


ning to become a practicing accountant, for ex- 
ample. Assuming that you are well along in 
your course, begin to read articles on finance 
economics, law, principles of organization and 


management, and salesmanship, even, for all Drury 


these subjects have a broad bearing upon Ac- 
countancy. Then read articles that bear specifi- 
cally upon your studies; for example, on auditing 
methods, accounting technique, cost finding, of- 
fice systematization, and the 
like. Double-track reading 
of the above kinds, if begun 
at the proper time, will both 
broaden your view-point and 
reinforce your specialized 
knowledge. 

Fourth, select what you 
read with due regard to au- 
thoritativeness. A book that 
was standard twenty-five or 
fifty years ago may or may 
not be standard to-day — 
usually not. Find out, and 
keep up to date. Do not 
waste time in reading what 
is obsolete and expressive of 
a different kind of age, ex- 
cept for purposes of contrast 
and comparison. As to what 
is authoritative, go for counsel to men of knowl- 
edge and experience, to the periodicals and jour- 
nals, and to the libraries. If you will ask in- 
telligent questions, you will find little trouble 
in having them answered adequately. 

Fifth, now comes the question of how to read. 
Some books and articles you may skim over, 
reading as rapidly as the eye can take in the 
printed page. Indeed, here and there in books 
of this kind it will be proper for you to skip 
chapters and parts of chapters, your own judg- 
ment telling you what to read and what to pass 
over. You should be familiar with such books, 
but only in a general way. Then there are other 
books and articles which you should read with 
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intense concentration. The counsel 
of others, supported by your own 
judgment, will tell you what these 
books are. 

Sixth, as to the books and articles that you 
read intensively, read with an understanding 
mind. Get at the meaning—the kernel of the 
thought—paying only casual attention to the 
manner of expression. Then think over what 
you have read, agreeing or disagreeing with it, 
comparing and contrasting it with what you 
have learned in your course, and advancing rea- 
sons in support of your final conclusions. Ar- 
range, if possible, to discuss the results of your 
reading with some one else—preferably either 
with one who has had wider experience than 
you, or with one who is following the same 
course of reading. The sparking of mind upon 
mind is one of the essentials of real education. 

The foregoing are a few simple hints, which, if 
carried out faithfully, will make the time you 
spend upon supplementary reading definitely 
productive. 
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HERE’S good in everybody and every- 
thing if you’ll only look for it, and when 
you find it, as you always can, why it sort-a 
makes you feel good yourself. Leastwise, I find 
it so.” He who said this had shared my sleeping 
compartment on a recent trip between two far- 
distant cities. In the morning we had got ac- 
quainted, and we were now talking freely of 
many things. 

I looked at him with a new interest, for the 
note of sincerity was in his voice and the light 
of honest conviction in his eyes. Old he was, as 
years are counted—sixty-nine, he had said; his 
hair was thick and grizzled; his smooth-shaven 
face was tanned, and many deep lines furrowed 
it; his big red hands were knotted and knarled 
from thirty years at the throttle of a locomotive; 
his clothes hung on him loosely, as if to give him 
quick freedom of body and limb if need should 
arise; and one leg was shorter than the other. 
The spirit of the Far West—the pioneer West— 
was in him and of him, and he gave it off when- 
ever he talked or listened. A man who had lived 
at the core of life—not a surface-dweller—you 
sensed him to be. 


As I looked at him, I felt myself rebuked, for 
I had expressed myself upon certain subjects 
with intolerance and a touch of cynicism, as to 
men and their motives. Abashed, I shifted the 
conversation to other things, and upon all of them 
he expressed himself with kindly sympathy. A 
little later he said good-bye and hobbled off the 
train. Probably I shall never see him again, but 
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I shall not forget his philosophy, 
which, as I talked to him, took on 
anew meaning. In it he has found 
happiness, and it is true happiness, 
for it is based upon the truth. My better self 
tells me that it is a good enough philosophy for 
any one of us. 


AVE you ever considered the relation that 
your education bears to the formation of 
your character? That grand word “education” 
has been so abused during this enlightened age 
of ours that its true meaning has been clouded 
to some extent. Many men maintain that it 
means the acquisition of culture; others, that it 
denotes the training of the mind; and others, that 
it is the possession of knowledge and information 
to be used in the after life of the individual. 
The object of true education is the formation 
of character. The literal meaning of the word 
is a “drawing out”; that is, the development of 
the intellectual, moral, and physical faculties of 
man in order that he may with the greatest effi- 
ciency fulfill his vocational destiny in life. This 
process is the means whereby man may develop 
the abilities with which he has been endowed 
toward the great end of his training—the forma- 
tion of character. The educated man is, there- 
fore, in the strict sense, a man of character. 


The student of the Pace Courses is afforded an 
exceptional opportunity to secure the object of 
true education. Leaving aside the physical as- 
pect of the matter, which of course is a concomi- 
tant of earlier school work, we may confine our- 
selves to the intellectual and moral aspects of 
the subject. The Pace student’s intellect is sharp- 
ened by the problems that he must master, 
and his mind is made active by the constant ex- 
ercise of answering difficult questions in a con- 
cise and terse manner. His moral fibre is 
developed by the willing sacrifice of evenings 
following hard days of labor and by the added 
burden of night study; and it is strengthened by 
the happy consciousness that he is progressing 
in the great work of self-development. 


Keep in mind, therefore, the main object of 
your education. It should mean to you, not 
merely the acquisition of practical knowledge for 
use in commercial life, but the possession of that 
most noble product of man’s free will—the foun- 
dation of the work of the world—firm and up- 
right character—Contributed by W. H. Hirsch- 
mann, Pace Institute, 1916. 


Men who have made a habit of shirking, fre- 
quently find themselves bossed by their former com- 
panion who refused to shirk. 


Educa- 
tion 
and 
Charac- 
ter 


Harring- 
ton 
gmerson, 
Esq. 


ACK in the early seventies, 

when the Franco - Prussian 

War broke out, an impres- 
sionable seventeen-year-old Ameri- 
can boy, who was then going to 
school in Germany, was an eye- 
witness of the mobilization of the 
German troops within eighteen 
days. He talked with soldiers and 
officers who were quartered in his 
father’s house. Later, his father 
took him and his two younger 
brothers to the war front, where 
they viewed the transportation of 
troops and supplies, the conveyance 
of prisoners far inland, the battle- 
field of Sedan, and the bombard- 
ment of Strassburg. 

The American boy was Harring- 
ton Emerson, later to become one 
of the foremost efficiency experts 
and 
world. Mr. Emerson has often 
said that the precision and des- 


patch with which the various prob- | 


lems of the German army at that 
troubled time were met and solved 
before his very face and eyes so 
deeply impressed his mind with 
the importance of efficiency as to 
stake out, vaguely at first, but ina 
clear-limned way as maturity wid- 
ened his vision, the compass and 
dominating purpose of his life- 


work—to bring industrial order out | 


cf industrial chaos, to stop waste 
and increase net productivity, and 


to set up scientifically accurate | 
standards of appraisal and mea- | 


surement. 
Mr. 
training fitted him admirably for 


the great work of industrial re- | 


form he was later to do with rare 
devotion and ability. 
in 1853 in Trenton, New Jersey, 
the eldest son of Edwin Emerson, 
a university professor. At the age 
of nine he was taken to Europe, 
and for the next fourteen years he 
attended European schools, chiefly 
French, English, and German. 

The transfer to Europe early 
made it necessary for him to meet, 
adjust himself to, and conquer, 
conditions for which no previous 
experience of his own or of his 
parents had equipped him. In the 
French schools he learned to think 
logically, and to combine initiative 
with order. In the English schools 
he learned the English love of 
games, manliness, and abhorrence 
of a lie and treachery. In the 
German schools he learned thor- 
oughness, and was subjected to se- 
vere and salutary discipline. 

On his return to America, in 
1876, Mr. Emerson was immedi- 


industrial engineers of the | 


Emerson’s early life and 


He was born | 
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ately appointed to the professor- 
ship of modern languages and lit- 
erature in the young State Univer- 
sity of Nebraska. He was also for 


six years Registrar of the Univer- 
sity and Secretary of the Faculty. 


A difference of opinion having 
arisen between the younger pro- 
fessors and the old guard led by 
the Chancellor as to what a State 
University should be, the regents 
dismissed all concerned; and, much 
to his immediate regret, but great- 
ly to his ultimate gain in every 
respect, Mr. Emerson found him- 


Harrington Emerson, Esq. 
Efficiency Engineer 


self obliged to earn the support of 
himself and his family in the in- 
tensely competitive fields of real 
estate, loans, and insurance. Be- 
fore he was forty he had twice 
made $100,000 and had twice lost 
it, both times through the collapse 
of land values that resulted from 
the dull times between 1889 and 
1896. 

In 1886, Mr. Emerson definitely 
entered the service of the Chicago, 
Burlington & Quincy Railroad, 
with which he had been more or 
less affiliated for eight years. His 
duties, which were on the far 
frontier, consisted chiefly in mak- 
ing reports on coal lands, agricul- 
tural possibilities, irrigation proj- 
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ects, town sites, state and county 
taxes, and the like. 

Ten years later, Mr. Emerson 
returned to England to sell a large 
gold placer mine. Owing to Presi- 
dent Cleveland’s Venezuelan mes- 
sage and the Boer War, he was 
unsuccessful; but he formed con- 
nections with an English syndicate, 


‘taking on the duty of examining 


American industrial enterprises of 
all kinds which were seeking Eng- 
lish capital. Mr. Emerson exam- 
ined more than one hundred enter- 
prises of the most varied kinds, 
situated in Mexico, in the United 
States, in Canada, and in Alaska. 
Both the immense field open to 
American enterprise and the im- 
mense waste occurring were re- 
vealed to him. 

From 1897 to 1900, Mr. Emerson 
was busy with Alaskan enterprises, 
and investigations, particularly as 
to the railroad possibilities and 
the coal resources. During one 
year of this time he was able, as 
factory manager, to demonstrate 
that current wastes could be elim- 
inated in a manufacturing plant. 

For two years Mr. Emerson was 
on the counseling staff of the late 
Charles M. Hays, who was then 
promoting the Grand Trunk Pa- 
cific Railroad; for one year on the 
staff of President Burt of the 
Union Pacific; and for three years 
on the staff of Vice-President Ken- 
drick of the Atchison, Topeka & 
Santa Fe. He was able to advise 
on a large scale as to the theory 
that increasing wages and better 
conditions could be made to fol- 
low falling unit costs. This theory 
is similar to Henry Ford’s theory 
—though not so bold or so rapid 
in operation—that increased wages 
can be made to reduce costs. 

Since 1907, Mr. Emerson has been 
at the head of a New York com- 
pany of efficiency engineers. This 
company, with agencies in Pitts- 
burgh and Chicago, has given expert 
counsel to more than two hundred 
industrial firms, and has bettered 
the wage and work conditions of 
over 100,000 men. The firms served 
have been among the largest of 
their kind in the world. Mr. Em- 
erson estimates industrial losses 
of the United States at about 
$40,000,000 a day. The _ general 
theory that underlies the work of 
his company and of his associates 
is that the universe is a region of 
infinite resources, and that the 
human mind has infinite capacities 
wherewith to exploit these re- 
sources for the betterment of man. 


[Forward to page 50 
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Impos- 
sible Per- 
formance 


MPOSSIBLE” is 
/ not an excuse fa- 
‘ vored at law. Con- 
; sequently, neither 
inconvenience nor difficulties 
_ || nor obstacles will relieve a party 
=; from the legal obligation to do 

__.J) that which he has contracted to 
do. Present European conditions have caused the 
fulfilment of many contracts to be impossible; 
and litigation to fix the responsibility for the en- 
suing loss has engaged the attention of courts 
during recent months. 


In general, performance must be impossible (a) 
by reason of “Some manifestation of nature to 
which man has not contributed and which he can- 
not overcome” (lightning, cold, a storm, etc.); 
(b) by reason of the ravages or restraints of war; 
or (c) by reason of some impediment arising by 
law; e. g., a contract respecting liquor made be- 
fore enactment of a prohibition law. 


A war, to be an excuse for non-performance, 
must be one in which this nation is involved. 
War conditions in Europe do not, of themselves, 
constitute an excuse. The same would be true 
of embargoes of foreign nations. 

Contracts involving large amounts usually con- 
tain a clause limiting or otherwise modifying this 
legal liability to perform. An example of such 
a clause is one relieving the party promising 
from performance if prevented “by contingencies 
beyond said party’s control, such as fires, strikes, 
accidents to works or stock, or changes in the 
tariff.” 

Quite recently, a New York court was called 
upon to decide whether this clause would excuse 
a chemical company from delivering chemicals 
which they could not obtain because of the block- 
ade of Germany. Did the fact that the contract 
specified certain contingencies limit the scope of 
the general clause to the contingencies named? 
The court held that the rule limiting or restrict- 
ing general expressions by particular descriptions 
or recitals following them did not exclude any 
other causes than those named. The rule does 
not mean exclusion, but limitation or restriction. 
In this case, it was ruled that inclusion of the 
European War in the contingencies contemplated 
by the general clause was a reasonable construc- 
tion of the clause and, therefore, the chemical 
works need not perform (Davies Company vs. 
Chemical Works, 160 N. Y., Supp.). 

The necessity for contemplating future con- 
tingencies in contracts finds no better illustration 
than in the cases growing out of the present Eu- 
ropean conflict. Concerns have avoided or sus- 
tained large losses, according to the careful or 
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careless wording of agreements. 
“Look before you leap” is especially 
significant in contract law. 


EGAL protection of the good-will of a busi- 
ness, from encroachment by ex-employees, 
is a fundamental right. This protection does not 
include the right to restrain the employee from 
working for others. Only when the contract so 
provides, and then only when the clause is not 
in illegal restraint of trade, can the employer pre- 
vent the employee from working for a rival firm. 
The test for determining whether the contract 
clause illegally restrains trade is that of rea- 
sonability. If reasonable opportunity is afforded 
the employee to obtain other employment, and 
if the time within which he is restricted is not 
unduly long, all facts considered, the restrictive 
clause is valid. 


Even if there be no agreement respecting his 
future activities, an employee has not the right 
to solicit and take away the customers of his old 
employer through utilizing the knowledge he 
gained concerning the employer’s business. This 
is regarded as taking a property right of the em- 
ployer—good-will. Recently the Supreme Court 
of New York (Law Journal, January 2, 1917) 
decided that the good-will of a practicing accoun- 
tant was entitled to this protection. The remedy 
available is that of an injunction restraining the 
employee from soliciting the customers, patrons, 
or clients of his former employer. 


NE injustice of the old Income Tax Law 
was that an individual could not deduct 
losses from his income, unless such losses were 
sustained “in trade,” or by reason of specified 
contingencies. Smith buys stocks B & C. He 
loses $10,000 on the sale of B, and gains $10,000 
on the sale of C. By the law in effect before 
September 8th, he would be taxed on the $10,000 
gain, with no deduction for the $10,000 loss, be- 
cause this was not a loss sustained in a “busi- 
ness”’ or “‘trade.” 


However, if these stocks were part of the same 
issue, then deductions were allowable, probably 
on the theory that they would be part of one ac- 
count. In a letter of February 26, 1916, the De- 
partment ruled that if the purchases were made 
prior to March 1, 1913, and the sales some years 
later, then the profit on sale should be appor- 
tioned; the tax being payable only on the frac- 
tional amount which the time elapsed since 
March 1, 1913, bears to the entire period the 
stock was held. If the stock was purchased sub- 
sequent to March 1, 1913, the return is on the 
entire profit. Profit consists of the difference 
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between cost and selling price, not 
the increase in market price on stock 
not sold. On the return, the total 
profit secured on sales should be 
siven under gross Income. The new law per- 
mits deductions to be made for losses sustained. 
Section 5, paragraph 5, provides for the following 
deduction from the gross income of the indi- 
vidual: 

“In transactions entered into for profit but not 
connected with his business or trade, the losses 
actually sustained therein during the year to an 
amount not exceeding the profits derived there- 
from.” 

Hence, in addition to deductions for losses sus- 
tained in business or trade, individuals may now 
deduct actual losses sustained in transactions 
entered into for profit. This would apply to 
transactions in various stocks—not only those of 
the same issue. So, after stating the entire profit 
from sales under “‘gross income,” the entire losses 
from sale should be given under “General De- 
ductions.” 

This new section not only eliminates the in- 
justice in the old law respecting dealings in stock 
by an individual, but also affords relief in other 
cases where losses not incurred in trade are sus- 


tained. 

REDIT extensions in recent years have in- 
C. creased the use of contracts of guaranty, 
wherein a third person undertakes to pay the 
creditor in case of default of the debtor. Prob- 
ably there is no class of contracts respecting 
which more care is required. Likewise, there is 
always a strong temptation to the guarantor to 
seize upon the slightest pretext for breaking the 
contract. So I propose to suggest precautions, 
which may be taken by the business man extend- 
ing credit upon the faith of a guarantor—to be 
assured of an effective contract at the time of 
extending the credit, and to be assured that the 
contract will remain effective. Failure of the 
creditor to follow these suggestions does not nec- 
essarily mean that the guarantor is discharged. 
Some of these steps are suggested upon the gen- 
eral principle that it is better to keep out of a 
lawsuit than it is to win one, and others are sug- 
gested because they are absolutely essential to 
the validity of the contract. 

First, the contract must be in writing. 

Second, if the contract is entered into after the 
credit is extended, there must be an independent 
consideration. 

Third, no extension of time should be granted, 
or any material change made in the contract, 
without the written consent of the guarantor. 
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Fourth, upon the default in pay- 
ment, the guarantor should be im- 
mediately notified. 

Fifth, should he hold any other 
security for the debt, no matter when such se- 
curity may have been acquired, the creditor 
should not give up the security without the writ- 
ten consent of the guarantor. 

If the guaranty is to be of a continuing nature, 
i. e., to cover credit extended from time to time, 
the language should be clearly to this effect. For 
if there be any doubt as to the meaning of the 
words used, the courts tend to adopt the meaning 
favorable to the guarantor. Should the continu- 
ing guaranty name the creditor, it would seem 
that the guarantor need not be notified from time 
to time as to the state of the account between the 
creditor and debtor. Nevertheless, it is suggest- 
ed that this be done. 

Sometimes the continuing guaranty does not 
name a specific creditor, but merely states that 
the guarantor will pay any debts incurred by the 
debtor. Likewise, in other instances, there is 
neither a time limit nor an amount limit stated. 
Before extending credit under either of these 
classes of continuing guaranties, it is always ad- 
visable to communicate with the creditor and 
obtain his written consent to the advance. 


OUSEHOLD problems are not the smallest 

which have engaged the minds of men. 
Hence, it is not surprising that judges have ex- 
perienced difficulties in determining the precise 
meaning of the words “household goods.” This 
expression, used in wills, provokes disputes as to 
the articles it includes and those it excludes. 


The term embraces furniture used in the home, 
but not furniture held for sale by the testator in 
his business. Books are not included. If a re- 
volver is of the character used for home protec- 
tion, it constitutes a part of the household goods. 
Firearms intended for hunting do not. Stuffed 
animals, pictures, statuary, and like ornaments, 
are household goods if they are not of such quan- 
tity as to be considered a collection. Seemingly, 
judges do not regard a wine cellar as a necessary 
adjunct to the house, since they rule that cham- 
pagne and like beverages are not “household 
goods.” 

Executors, administrators, or others connected 
with an estate, will find the following definition, 
taken from the cases, a correct guide: Household 
goods consist of those articles used in the house 
which contribute to the comfort or convenience 
of the household, or the ornament of the house. 


The prepared man never lacks 4 market. 
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Depart- by reason of war conditions. Am I 


L my line of business many of 
the drugs and chemicals in 


ment justified in stating these items in inventory at 
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market value? If they are stated at cost, how 
will it affect recovery under insurance in case 
of fire loss? 

Assets held for realization, under which inven- 
tory is classed, are valued in conservative ac- 
counting practice at cost or market, whichever 
is lower. The reason for this is to avoid the 
statement of a profit into which enters an ele- 
ment due to the fluctuation of market values. 
The profit becomes real in the event of realiza- 
tion, and the organiaztion, therefore, merely 
makes a choice between recording the profit 
when it occurs and anticipating that profit by a 
previous scaling up of the inventory items. 

You may question the rule, in view of the fact 
that inventory items are written down to market, 
in case market is lower, and contend that a rule 
is not a good one that does not work both ways. 
The answer is, that we are interpreting profit 
on the most conservative basis with a view of 
preventing statements that might not work out 
in the matter of realization, and that might cause 
financial embarrassment, or even disaster. 

In regard to insurance, there is no reason why 
your concern should not, in conjunction with its 
inventory, appraise the items at market value and 
retain the appraisement in its files. As a matter 
of fact, there are several appraisement companies 
that make a business of listing and valuing asset 
items of all classes for the purpose of affording 
a basis for insurance adjustments. Losses are 
adjusted on the basis of values, and book figures 
are only one of several things taken into consid- 
eration—the object in all cases being to arrive 
at a fair basis of settlement. In any event, it 
would not be practicable to follow inventory 
values, especially those subject to great varia- 
tion because of extraordinary conditions, by the 
adjustment in book values—fires rarely occur ex- 
actly at inventory dates. 


What is meant by the term “funded debt”? 


Originally, the term “funded debt” was applied 
to debts, “the service of which was secured by a 
special fund.” (Webster.) It was applied par- 
ticularly to the debts of governments payable 
from funds raised by taxation. The use of the 
term has broadened, unti! at present it is applied 
to any debt that is permanent, or that runs for 
a long period of time bearing regular interest, 
particularly one made up by consolidation of 
smaller debts. It has also been defined as com- 
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prising “all debt which by the terms 
of its creation does not mature 
until more than one year after date 
of creation.” 


How does the ruling-off of a Ledger account 
with the inserting upon one side of sufficient 
amount to balance, and the bringing down of 
that same amount to the other side of the ac- 
count, reconcile with the accounting theory that 
all entries in a Ledger account shall first appear 
in some book of original entry? 


The amount of the balance of an account does 
not constitute a true financial entry in the ac- 
count, but is in the nature of a memorandum. 
However, if one cared to be very technical, the 
procedure could be considered as being the post- 
ing of an entry transferring the balance from the 
old account to a new account, which, instead of 
being opened at a different place in the Ledger, 
is simply continued below the old account. 


Regarding the transposition of figures; An 
amount divisible by nine usually indicates a 
transposition, but is there any method by which 
to calculate from the amount of the discrepancy, 
the figures wherein the error occurs? 


An amount divisible by nine may indicate, 
apart from other errors, either a transposition of 
figures or a “slide,” i. e., a shifting from one 
place to another, as 30—3. There are meth- 
ods of detecting transpositions, but the time in- 
volved in working them out makes them fre- 
quently impracticable for general use, except per- 
haps with a discrepancy of two or possibly three 
figures. Asa matter of fact, direct transpositions 
of four or more figures are comparatively rare; 
it is much more usual to transpose figures in 
some part of a group, as the first two or the 
last two figures. In transpositions of two figures, 
the quotient obtained by dividing the discrepancy 
by nine equals the difference between the first 
and second figures of each group in the series. 
For example, if the discrepancy is 27, dividing 
by 9 gives a quotient of 3. The discrepancy may 
have been caused by the transposition of 41 and 
14, 52 and 25, 63 and 36, 74 and 47, 85 and 58, 
96 and 69, or it may have been caused by a 
slide, as 30 to 3. It is obvious that, taking 41 
as an illustration, 3 is the difference between the 
first figure 4, and the second figure, 1. Each 
group is composed in the same way up to 96, 
which is the highest group of two figures having 
a difference of 3 between the first and second 
figure. Having found the list of numbers from 
the given quotient, the next step would be to 
see whether an error corresponding to any such 
amounts exists in the work. 


Question 


and “provided that” may not properly 


Answer 
Depart- 
ment 


Please advise if the expression 
be used in some cases instead of 
“provided.” I find the former ex- 
pression in law books, also in certain grammars 
to introduce clauses of condition. I would also 
like to know whether ‘first-rate’ may be used 
as an adverb, or whether it should be used ex- 
clusively as an adjective. 


It is true that there is some authority for the 
use of “provided that” in the sense of “‘pro- 
vided,” but according to the opinions of au- 
thorities on English, the best particle to use is 
“provided.”” You must remember in this con- 
nection that usage is constantly shifting, and 
that, while it is dangerous to be unduly dog- 
matic with respect to the status of certain words 
and phrases in English, it is often possible to 
interpret this shifting usage and to arrive at a 
more or less positive conclusion. 

As to the word “first-rate,” again it is a ques- 
tion of elegance of usage, which seems to decree 
that it is best used as an adjective exclusively. 
I grant that in ordinary conversation and collo- 
quial writing it is often used as an adverb. 
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the word “per” in the following 
sentences: ‘‘The average time lost 
is 6.5 days per 100 members.” 
“The average amount is $24.30 per case.” 

Respecting the use of the word “per,’’ there 
is an unnecessary tendency in business usage 
to use “per” excessively. Whenever “per” 
means “by,” “for,” or “a,” it is my opinion, 
based on observation and considerable experi- 
ence in teaching business men, that some one 
of these three words should be preferred. In 
the sentences that you quote, I admit that the 
use of “per” is permissible. Still, I see no 
reason why you cannot say “for each 100 mem- 
bers,” and ‘‘a case.” 


E are quite willing, in the Question and 

Answer Department, to give our opinion 
on any question that arises in matters of account- 
ing, business organization, and related subjects. 
We are not willing, however, to discuss, or at 
least to criticise adversely the opinions of vari- 
ous authors who have written works on these 
subjects. 


competent men. 


opportunities and difficulties to come. 


just as definite preparation for the future. 


great many young men to thinking. 
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Time 


~ IME, my friend, isa 
Hi peculiar and elusive 
thing. If you pon- 
der long enough 
you will conclude that Time is 
merely a system by which we 
| establish the relation of events to 

———_= each other. The most we can do 
is to mark off, between two established points, a 
period that we can name and compare. ‘Thus, 
we refer to the hour, the day, the year, and the 
century. Hach, when it describes a particular 
period, has a beginning and an end, and each 
is a part of that infinite progression which has 
no beginning and no end, and which never can 
be measured or compared. 

Time, when we consider it in relation to our 
personal affairs, has a most compelling interest, 
no matter whether we look backward or face 
forward. No task, no plea- 
sure, no accomplishment can 
be dissociated from time, for 
Time is an element of them 
all. The theoretical point in 
the progression that we call 
the present has no time; it 
merely divides that which 
has been, stretching away 
into the unrecorded past, 
from that which is to be; the 
unrealized hopes and plans 
for to-morrow which blend 
with the mists of the future. 

Theoretical and a bit 
heavy, you say. True, but 
you will not go far in your 
workaday affairs without 
need for clear thinking in 
respect to Time. You cross- 
cut the “stream of time” with your little life 
Span, threescore and ten or whatever it may 
be, and immediately you must begin to divide 
the limited amount at your disposal into por- 
tions for the accomplishment or enjoyment of 
particular things. So many years are appor- 
tioned for study, and, later, for each day you 
apportion so many hours for business duties, 
so many hours for supplementary study, so many 
hours for recreation, and so many hours for sleep. 
For each period of time you expect a result, and 
you measure your success largely by the relation 
between the result and the time devoted to se- 
curing it. 

Lack of appreciation of the simple truths in 
respect to Time has caused many a grievous er- 
tor. Do you know a man who is planning to 
grind until he is fifty and enjoying himself after- 
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ward? He is one of a million who 
are similarly deluded. Inform hir 
that Time is an element in all enjoy- 
ments; there is a limit on the amount 
of food, the number of views, the pleasurable 
companionship, that one can crowd into a day. 
Your friend should enjoy himself as he goes 
along—he is miscalculating the time element. 

Do you know a young man who is deterred 
from a course of study extending over two or 
three years, or some other worthy project, be- 
cause of the time involved? Does the contempla- 
tion of so large a section of the future worry 
him? Advise him that the time will elapse re- 
gardless of his action—it is a mere matter of 
what he will possess two or three years hence. 

Do you know the man who would sow and 
harvest in the same breath, the man who at- 
tempts to crowd two hours into one, the man who 
habitually miscalculates the 
progression of things and 
his own relation thereto? 
Tell each of them that Time 
is an element that will per- 
sistently assert itself in his 
affairs, an element to which 
he must adjust his tasks and 
enjoyments. 

At appropriate seasons, 
therefore, reflect upon Time. 
When you celebrate the an- 
niversary of your birthday, 
when you wish your friend 
a Happy New Year, when 
you turn twenty, or thirty, 
or forty, or any other mile- 
stone in your career, take 
thought of your subdivision 
of the Great Progression, and 
the use you are making of it. Reflect in no melan- 
choly way over the events of yesterday, which are 
as dead as the Pharaohs, but plan with optimistic 
forward-looking for the work of to-morrow. 


BSERVATION is one of the best methods 

of acquiring information, and information, 
we should remember, is the material which, after 
transmutation and assimilation, becomes knowl- 
edge. The observing man gathers from the 
statements, letters, and other documents that are 
common incidents to business life, a large amount 
of information that applies immediately to his 
own affairs, and still another large amount that 
he assimilates and stores for future use. The 
observing man, too, sees the merits and the faults 
in the office arrangements; he notes whether 
the work is routed properly, whether the su- 


Observa- 
tion 


pervision is effective, whether the 
chairs are of a proper height, and a 
thousand other details that pass by 
the man who sees generally but not 
specifically. In the factory, he observes the illogical 
arrangement of machinery, the useless traveling 
of materials, the unproductive motions, and the 
waste of faulty planning and articulation of work. 

Aside from his business, the observing man 
acquires valuable information in respect to the 
social conditions of his own community, to the 
work of the schools, to the regulation of traffic, 
to the cleaning of streets, and to many other 
things in which as a citizen he should be vitally 
interested. The observing man, when he travels, 
accumulates more information in a week than the 
non-observing man does in six months—he re- 
alizes heavily upon his travel investment of time 
and money. The theories and principles he has 
acquired by patient study take on new life and 
meaning as he observes and reconciles with them 
the incidents of his daily life. 

Observation, like many other abilities, is very 
largely a product of consistent training and de- 
velopment. Training in observation comes from a 
conscious and persistent determination to scru- 
tinize things minutely. The unfamiliar word that 
you read or hear must be thoroughly mastered 
in respect to pronunciation, spelling, and mean- 
ing; the name of the strange flower or plant or 
tree which you see must be learned; the names 
of the principal streets and points of interest in 
the cities which you visit must be studied and 
kept in mind. In short, keen scrutiny and close 
observation must be persevered in until they be- 
come a habit, after which the accumulation of 
valuable things is unconsciously carried out as a 
pleasurable incident to living. 
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preceded him, and the $3,000 salary 
was reached only after several years’ 
service, with conservative salary ad- 
vances from time to time. The 
office-manager had given the matter of his own 
future with the firm a great deal of study, and, 
without consulting his employer, had finally con- 
cluded that there was no hope of advancement. 
He also felt that his abilities justified him in 
hoping for a salary of $3,600 a year, or possibly 
more. 

With these conclusions in mind, he con- 
sulted a vocational agency. He stated his case 
as he saw it, and wanted to make application for 
another position. The manager of the vocational 
agency, in discussing the matter with him, de- 
veloped the fact that he had not had a frank dis- 
cussion of the whole matter with his employer, 
and strongly advised the young man to have such 
an interview before he attempted to secure an- 
other position. It was developed during the 
interview that the employer had always been fair, 
that the employment was satisfactory, and that 
the only thing in the way of continued employ- 
ment was the supposed bar to further advance- 
ment. Not without some protest, the young man 
finally consented to have the interview with his 
employer. Much to his surprise and gratification, 
the employer, after considering the matter fully, 
thought that the young man’s ability and special 
worth to the concern warranted an immediate 
increase of salary to $3,600 a year. There was 
thus avoided a vocational change that would have 
brought to the young man the uncertainty of a 
new position, and to the employer the unpleasant 
necessity of breaking in a new man in an impor- 
tant position. 


The foregoing is an actual case, and one of at 
least fifty of the same character that can be cited. 


From these instances we are forced to the con- 
clusion that thousands of employees, occupying 
more or less responsible positions, do not meet 
their employers on the basis of a free and frank 


Voca- RANKNESS is a quality that should be de- 
tional veloped between employer and employee. 
Frank- Too often we find that the employer is too busy 
ness or indifferent to take the time necessary to be- 


come really acquainted with his employees, even 
with those closely associated with him. The 
employee, on the other hand, often feels that he 
is not free to discuss his own development and 
advancement openly and frankly with his chief. 
These things are all wrong. There is no reason 
in the world why an employer and his employee 
should not discuss periodically, say once a year, 
their business relations. 

A case in point comes to mind in which an 
employee who was an office-manager for a 
small but prosperous concern had attained a sal- 
ary of $3,000 a year. This salary was somewhat 
in excess of the amount paid to the man who 
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discussion of their relative interests. It may be 
that it is impracticable to approach some employ- 
ers in this way, but it is undoubtedly true that 
the great majority of employers would prefer 
such a discussion to the quasi disloyalty that 
takes the form of the consideration, on the part 
of the employee, of other positions without stat- 
ing to the employer frankly the basis of dissatis- 
faction. We suggest, therefore, whether you are 
an employer or employee, that you strive for 
frankness in vocational relations —a_ periodical 
time for getting together when salaries and fu- 
ture prospects can be discussed in a cordial and 
beneficial manner. 


State- 


Elmer O. 


C.P.A. 


Proposi- 
tion 


Com- 
ments 


======9, HE proposition se- 
lected for discussion 
this month, while 
comparatively sim- 
ple, raises many points of inter- 
est to the business manager and 
the student of accounting. The 


as follows: 


On December 31, 1914, the records of a typewriter 

manufacturing company show the following balances: 

Raw material on hand January 1, 1914..$ 13,000.00 
Finished typewriters on hand January 


1, 1914—1,600 at $30.00............. 48,000.00 
Factory labor (direct charge to manu- 

FACELIEINS ieee ere Gilet alate erueaaitts 80,000.00 
Other manufacturing expenses ..-...... 20,500.00 
Cost of raw material bought ......... 60,000.00 
Agents’ commission—selling .......... 80,000.00 
Rent, salaries, stationery, etc........... 50,000.00 
Salesmen’s expenses (traveling), sales- 

men’s salaries, discounts allowed oth- 

ers, allowances on sales ........... 35,000.00 
Bad debts! Chareed Olin hones sane ae 5,000.00 
Depreciation in machinery and buildings 2,500.00 
Personal injuries to employees paid by 

the) Company) fies ahegioh a cereale filets 3,000.00 
Loss by fire—not covered by insurance 2,000.00 
The sales for the year were 6,000 type- 

writers, at $90.00 each ............. 540,000.00 
The inventory of finished typewriters on 

hand December 31, 1914, was 785— 

not including any that were on hand 

January 1, 1914. 
Raw material on hand December 31, 1914 5,000.00 


Prepare from the above necessary statements showing: 
(a) Number of machines manufactured during year. 
(b) The cost per machine. 
(c) The gross manufacturing profits on sales. 
(d) The net profit on operations. 
(e) The net amount available for dividends, or 
other disposition. 


WoO statements—Profit and Loss Statement 
and Manufacturing Statement—are required 
to furnish the desired information. 

The number of machines manufactured during 
the year may be most conveniently shown in the 
first division of the Profit and Loss Statement. 
Since 6,000 typewriters were sold during the 
year, and 785 finished machines were on hand 
at the close of the year, it is evident that 6,785 
machines were handled during the year. The 
inventory of finished typewriters on hand at the 
beginning of the year was 1,600, and the remain- 
der, 5,185, is the number of machines manufac- 
tured during the year. 

The cost of manufacturing the 5,185 machines, 
$168,500.00, is obtained by bringing together in 
the Manufacturing Statement all of the factory 
costs, consisting of raw material used, $68,000.00; 
factory labor, $80,000.00; and manufacturing ex- 
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penses, $20,500.00. From these fig- 
ures the cost per machine, amount- 
ing to $32.50, is determined. The 
inventory of 785 finished typewriters 
on hand on December 31st does not include any 
of the 1,600 machines on hand January 1st; there- 
fore, they should be valued at the average cost 
of machines manufactured, that is, at the rate of 
$32.50 each. 

The gross manufacturing profit on sales evi- 
dently means the gross profit of $349,012.50 
shown in the Profit and Loss Statement. 

Cash discounts do not belong in Selling Ex- 
pense, but should be included in General Ex- 
pense, or, if the expense accounts are analyzed to 
a finer degree, cash discounts should be included 
in Capital Expense. Likewise, Allowances on 
Sales, instead of being a Selling Expense, should 
be deducted from the amount of sales. However, 
in the problem stated, these two items are in- 
cluded in an account with salesmen’s expenses 
and salaries. The latter evidently belong in Sell- 
ing Expense, and constitute the major portion of 
the account. Since we cannot separate these 
elements, we have included all in Selling Ex- 
pense. 

There may be some question as to the proper 
location on the Profit and Loss Statement of the 
expense item for “Depreciation on Machinery and 
Buildings, $2,500.” Some accountants classify 
this as a direct manufacturing expense, and there- 
fore include it in the Manufacturing Statement. 
However, the tendency of Accountancy practice 
is to include in direct manufacturing expense 
only those elements that fluctuate directly, as 
the quality and the quantity of the product 
fluctuate. 

Usually, machinery depreciation bears little di- 
rect relation to quantity of output, and ordinarily 
depreciates as much from idleness as from opera- 
tion. Moreover, it is usually advisable in case of 
a disputed point to follow that practice which is 
the more conservative. If the item of depreciation 
is included in the Manufacturing Statement, a 
portion of it will be included in the Inventory 
value of the typewriters on hand December 31, 
1914. This increase in the value of the Inventory 
will result in an increased showing of profit. 
Conservative practice would therefore indicate 
that this item should not be included in the Man- 
ufacturing Statement. 

The fire loss is not an element of operating ex- 
pense, and should not in any wise affect the net 
results of operation for the year. It should be 
deducted from the net profit from operation, in 
order to arrive at the amount of such profit avail- 
able for dividends or for other disposition. 


ini TYPEWRITER MANUFACTURING COMPANY 


ments Profit and Loss Statement j 
Solution 
Gagtioued) For the Year Ended December 31, 1914. 
Ow reTer Old) A. a JU hime Mitel face) LT bie aa 6,000 at $90.00 $540,000.00 
Cost of typewriters sold: 
Finished typewriters on hand January 1, 1914.............. 1,600 at 30.00 $48,000.00 
Add: 
Cost of machines manufactured during year (per Manu- 
factUrin Pi StaLemient uM ere ei ily bid dak Weta ene 5,185 at 32.50 168,500.00 
6,785 $216,500.00 
Deduct: 
Finished typewriters on hand December SL LOTS ly 785 at 32.50 25,512.50 
COst OLleypewmters sold yt oud CML e We abla oily 6,000 190,987.50 
Gross //Prohtes $349,012.50 
EXPENSE 
Selling Expense: 
vents commmissions——selling oo.) ow od eels od ee ieee occ $80,000.00 
Salesmen’s expense (traveling) salesmen’s salaries, discounts al- 
lowed others, allowances on sales ................-...-... 35,000.00 
$115,000.00 
General Expense: 
Rent vsalanies stationery, tc. 2... eso. s ect cece cee ccs chs 50,000.00 
EeaGe Cent amC aroma l/s (UL NURIA gael 5,000.00 
Personal injuriesstovemiployees .... 00... coos eel econ cs 3,000.00 
Depreciation—machinery and buildings ..................:... 2,500.00 
60,500.00 
Total Expense 175,500.00 
Profit on operation before deducting fire loss....... $173,512.50 
Deduct: 
Loss by fire not covered by insurance .................. 2,000.00 
Net profit available for dividends or other disposition $171,512.50 


TYPEWRITER MANUFACTURING COMPANY 


Manufacturing Statement 7 
For the Year Ended December 31, 1914. 


Rawmemiaterialon hand January i LylOL4 wise cat Oe enya Ly rciitine te $13,000.00 

Poaaioniiaw jiaterial bought i iugu ain cool, ew cL CSCW MAMIE UCN YMG MN: 60,000.00 

$73,000.00 

Deduct, raw material on hand December 31,1914) 0). ee ea 5,000.00 
Set rOL aw WMaterett | Gned Mie inane hI MM COL MN Waal ah EIE RR $68,000.00 
Factory labor (direct charge to manufacturing) .......... ACE ue eat PIER gy ee 80,000.00 
PItHeMBMANTIACLUTIMN TW eXNENSES) Wu wace, eu) Mure te KOO Ta aA MRE Vib uch 20,500.00 
Cost of manufacturing 5,185 typewriters (Average cost per machine, $32.50.) $168,500.00 
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Use of 
“Should” 
and 
““Would”’ 


N the January is- 
sue of The Pace 
Student, I  con- 
sidered the prop- 
er use of Shall 
and will in some 


Getailer ity as 
therefore appro- 
priate that we 


now pay atten- 
tion to the proper use of should 
and would. 

Should and would are the past- 
tense forms of shall and will, re- 
spectively, although they are now 
used chiefly to express contingency. 
Should and would follow, in the 
main, the rules that determine the 
correct use of shall and will. 

Should and would, however, have 
certain special uses which may be 
noted at this point. Would often 
expresses habitual action; as, “In 
the morning the boys would go to 
the lake and fish.” Would in this 
sentence means that the boys were 
in the habit of going to the lake 
and fishing. Would often expresses 
a wish; as, “Would that I had taken 
advantage of my early educational 
opportunities.” The meaning of 
would in this sentence is that I 
wish now that I had taken advan- 
tage of my early educational op- 
portunities. Should often has the 
special meaning of propriety or ob- 
ligation. Should differs from ought 
in that should is now employed to 
express expediency, while ought is 
restricted to the expression of 
moral or legal requirements, or log- 
ical necessity. If we say, “Every 
one should be true to the dictates 
of his conscience,” should means 
that it is expedient and proper for 
every one to do what his conscience 
bids. 

Since should and would after past 
tenses correspond respectively to 
shall and will after present tenses, 
it is of advantage to review at this 
point the main rules governing the 
use of both shall and will and, con- 
sequently, of should and would. 

Just as shall and will always ex- 
press either futurity or volition, so 
should and would usually express 
either futurity or volition, except 
in the case of the special uses al- 
ready discussed. In determining 
whether should or would is proper, 
one should first of all settle the 
thought to be expressed—whether 
futurity or volition. 

We have found that in indepen- 
dent sentences shall should be used 
after I and we, and will after all 
other subjects, to express futurity; 
and will after I and we, and shall 
after all other subjects, to express 
volition. Just so in independent 
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sentences, should should be used 
after I and we, and would after all 
other subjects, to express futurity; 
and would after I and we, and 
should after all other subjects, to 

express volition. 

In dependent clauses with sub- 
jects different from the subjects of 
the main verbs, we have found that 
we should use shall after I and we, 
and will after all other subjects, to 
express futurity; and will after I 
and we, and shall after all other 
subjects, to express volition. Just 
so in dependent clauses, with sub- 
jects different from the subjects of 
the main verbs, we should use 
should after I and we, and would 
after all other subjects, to express 
futurity; and would after I and we, 
and should after all other subjects, 
to express volition. 

In all dependent clauses, except 
those introduced by that, with sub- 
jects of the main verbs, we have 
found that we should use shall to 
express futurity, and will to express 
volition, no matter what the subject 
may be. Just so in dependent 
clauses of this character, we should 
use should to express futurity, and 
would to express volition, no mat- 
ter what the subject may be. 

We have found that in questions 
we should always use shall after I 
and we, and either will or shall 
after all other subjects, the auxil- 
iary selected being the same as the 
auxiliary expected in the answer. 
Just so in questions, we should al- 
ways use Should after I and we, and 
should or would in all other ques- 
tions; the choice depending upon 
the auxiliary that is expected in the 
answer. 


The following sentences illustrate 
the correct choice of should and 
would, in accordance with the fore- 
going rules of usage: 


If you were to ask me to be- 
come a member of the party, I 
should accept the invitation. 

If I were to give you the book, I 
do not think you would accept it. 

If Henry were to call, I suppose 
that Alice would be glad to see him. 

I told your father that I would 
consent to your entering our em- 
ploy. 

I would perform the task if I had 
the ability. 

You would write the letter for me 
if you knew the address. 

Should you accept the offer if it 
were tendered you? 
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Would you accept the offer if it Examp. 


were tendered you? 

Should you like to look at the pic- 
tures? 

Would they take pleasure in the 
trip? 

Would you condone the offense? 

If we were to accept your plan, 
we should regret our choice. 

I should be glad to examine the 
manuscript. 

We should be happy to meet your 
parents. 

I should be very much obliged to 
you for this courtesy. 

We feel sure that we should like 
the community. 

If I were to jump off the car, I 
should run the risk of physical in- 
jury. 

If we did not work very hard, we 
should not succeed. 

If we had not worked very hard, 
we should not have succeeded. 

He said that he should be com- 
pelled to resign the position. 

I was sure that I should be able 
to meet the note. j 

The president thought that he 
should be compelled to go to Bos- 
ton for a week’s stay. 

My friends said that they should 
like to accompany me on my trip. 

I feared that I should be indis- 
posed. 

Should I become tired if I were 
to walk so far? 

Did you say that I should be per- 
mitted to attend the conference? 

Do you think that I should like 
him? 

Should I be sorry for my action 
if I were to buy the stock? 

I should like to be told who is 
responsible for the mistake. 

We should prefer to play tennis 
upon the club courts. 

You would doubtless prefer to 
take the trip by automobile. 

I should be sorry to lose this re- 
membrance. 

Were I to go, I should be missed 
at the office. 

You must have realized that we 
should be ruined. 

I should think you would have 
foreseen the outcome. 

William said he would not go to 
college. 

Though I should regret my action 
in later years, yet would I carry out 
my plan. 

I asked him whether he would 
extend the offer two days longer. 

The manager assured me that the 
mistake would not happen again. 

If it should snow, we would not 
go on the journey. 

A reward was offered to the man 
who should first invent a new me- 
chanical game. 
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Point- 
ers for 
xxport- 
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If I knew where Mr. Hunter is, 
I would summon him. 

We should not have been dis- 
charged if the business had been 
prosperous. 

The employees would have all 
been paid if the treasurer had not 
been summoned out of town. 

What should we accomplish with- 
out cooperation? 

The instructor determined that 
Smith should do the problem after 
school, but Smith declared that he 
would not do the work. 

Our host was afraid that we 
should miss the train. 

The most common errors in the 
use of should and would consist in 
the use of would for should in 
phrases like the following: 

(Incorrect) I (or we) would be 
glad, pleased, happy, to see you. 

(Correct) I (or we) should be 
glad, pleased, happy, to see you. 

(Incorrect) I (or we) would ap- 
preciate an early reply. 

(Correct) I (or we) should ap- 
preciate an early reply. 

This confusion is due in large 
measure to the thought of should 
as expressing propriety or obliga- 
tion. It must be remembered that 
the use of should in the sense of 
propriety or obligation is a special 
use, and that this is not the use of 
should in sentences like the forego- 
ing. Should in these sentences is 
merely an auxiliary, and is the soft- 
ened equivalent of the more posi- 
tive shall. 

It would seem, would appear, and 
similar expressions, are correct 
word-combinations to express a 
softened contingency or doubt of 
any kind. 

It is clear from what precedes 
that the incorrect use of should 
and would is largely a matter of 
carelessness, and that, once the prin- 
ciples underlying their correct use 
are mastered, it will be relatively 
easy to use these auxiliaries with 
due regard to the canons of ap- 
proved usage. 


N a recent issue of “Greater 

New York,” the official publi- 

cation of the Merchants’ Asso- 
ciation of New York, there appears 
a very significant and timely article 
entitled “Some Pointers for Ex- 
porters to South America,” by W. 
Henry Robertson, United States 
Consul General at Buenos Aires. 
Part of the article consists of a 
translation from “La Razon,” of 
Buenos Aires, which in Septem- 
ber published an article under the 
heading “Commercial Relations 
with the United States.” A resume 
of Mr. Robertson’s article, together 
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with a few of the more important 
excerpts, follows: 

After saying that, in view of the 
European war and the consequent 
disturbance of the trade relations 
between Europe and South Amer- 
ica, and particularly Argentina, it 
was natural that the currents of 
trade should be diverted to the 
United States, the writer of “La 
Razon,” as quoted by Mr. Robert- 
son, reaches the disquieting con- 
clusion that the present trade rela- 
tions with the United States are 
most unsatisfactory because of a 
lack of confidence in our ways of 
doing business. 

“What is it,’ says the writer of 
“La Razon,” “that causes this sit- 
uation, notwithstanding the desire 
that has been proclaimed on both 
sides of creating intimate, frequent, 
and profitable business relations?” 
In our opinion, the cause is a 
single one: In the United States 
they do not know us, and perhaps 
it might be said that they insist on 
not knowing us. 

“The differences of our industry, 
of our methods of commerce, and 
of our work—based on credit, on 
the solid foundation of correct 
dealing, of probity, and of good 
faith—have not been understood in 
the markets of the United States, 
and for that reason illusions have 
been great and frequent, and lack 
of interest is already evidenced in 
all branches of commercial activi- 
ties.” 

“La Razon” then makes the 
point that, if American manufac- 
turers and merchants are to hope 
for a continuation and an expan- 
sion of their trade relations with 
Argentina, they must begin at once 
to understand the Argentine point 
of view and to spare no effort to 
engender confidence in respect to 
everything they say and do. 

Mr. Robertson, after giving the 
above excerpts space in his letter, 
lays great stress upon three things 
—the fact that the Argentine 
merchant is a stickler for having 
his orders carried out with great 
exactitude, that he is trustful from 
habit, and that he is used to long- 
time credits. 

Apropos of the matter of credits, 
Mr. Robertson says: “Our mer- 
chants too often think that credits 
are longer here (in Argentina) 
than elsewhere, because people 
cannot pay so soon. This is a seri- 
ous ercor. Credits have been long 
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in this Republic from the very be- 
ginning of business, because it is 
primarily an agricultural and pas- 
toral country in which the vast 
majority of payments depend upon 
the condition of the crops and the 
cattle industry. If one crop is bad, 
six to twelve months’ credit may 
be necessary; while, if there are 


two successive crop failures, a 
credit of two years may be 
needed.” 


Mr. Robertson closes his sensible 
communication with a plea for 
“the necessity of studying the 
character, the _ sensibilities, the 
point of view, and the good quali- 
ties” of the foreigners with whom 
American manufacturers and 
merchants hope to do business of 
a permanently profitable character. 


JOHN H. CRIPPEN, Pace Insti- 
tute of Accountancy, has severed 
his connection with Armour & Com- 
pany to accept a position in the 
office of the Treasurer of the Gen- 
eral Electric Company. 


CLIFFORD K. CUEMAN, New- 
ark School of Accountancy, has 
severed his connection with the 
New York, Ontario & Western 
Railway Company to enter Accoun- 
tancy practice on the staff of Whit- 
tlesey, Myer & Wythes, New York. 


WARREN S. STUTTS, Pace Insti- 
tute of Accountancy, Extension Di- 
vision, has joined the staff of Ar- 
thur Young & Company, Accoun- 
tants, New York. 


WALTER H. PRICE, who was for- 
merly on the staff of the Jesse E. 
Cole Company, Des Moines, Iowa, 
has accepted, through the Pace 
Agency for Placements, Inc., a po- 
sition on the staff of R. J. Beaman, 
C.P.A., of Cincinnati, Ohio. 


R. HARRISON MORGAN, Pace 
Institute of Accountancy (Boston), 
has accepted, through the Pace 
Agency for Placements, Inc., the 
position of office manager for the 
Locomotive Superheater Company. 
Mr. Morgan recently completed the 
installation of the cost accounting 
system for the Standard Furniture 
Company at Herkimer, N. Y. 


RALPH B. WAGNER, Pace In- 
stitute of Accountancy, has accept- 
ed a position as junior accountant 
on the staff of S. H. Wolfe, Insur- 
ance Accountant. Mr. Wagner was 
formerly employed in the Account- 
ing Department of the Adams Ex- 
press Company. 


Harring- 
ton 
Emerson, 
Esq. 
(Continued ) 


A 
Psycho- 
pathic 
Clinic 


Not only has Mr. Emerson him- 
self achieved exceptional success 
as a result of a thorough educa- 
tion of the most cosmopolitan kind, 
but he has seen the fruits of study 
and self-development in the ca- 
reers of hundreds of our best- 
known industrial and financial lead- 
ers, many of whom he knows inti- 
mately. It is but natural, therefore, 
that he should proclaim himself 
without equivocation to be a sup- 
porter of that kind of education 
which will train a young man to 
see for himself, think for himself, 
and do for himself. The study of 
Accountancy and Business Admin- 
istration, Mr. Emerson believes, 
does these very things, and equips 
one to develop a market value in 
the world of Modern Business. 
The “Emerson Course in Personal 
Efficiency,” which Mr. Emerson 
wrote and transferred to one of 
the large publishing houses, is a 
notable expression of the author’s 
novel but practical views on self- 
development. 


A few minutes’ talk with Mr. 
Emerson, whose interest in young 
men who wish to attain success in 
Business is always sympathetic and 
helpful, is likely to contain more 
real sense and inspiration than is 
found in dozens of theoretical 
books; and one reason why this is 
so, is that in his life the high vis- 
ions of early manhood have not 
been forced to give way to the 
demands of a so-called practical 
age. 


HE following interesting article 
appeared in a recent issue of 
The Rockefeller Foundation: 
“By vote of the Trustees, May 
24, 1916, the Rockefeller Foundation 
appropriated the sum of $10,000 to 
the National Committee for Mental 
Hygiene for the maintenance of a 
Psychopathic Clinic at Sing Sing 
Prison, Ossining, N. Y. 


“The establishment of a Psycho- 
pathic Clinic at Sing Sing Prison 
marks an important advance in the 
scientific study of criminology. It 
has long been apparent that prob- 
lems of prison reform, and more 
particularly the problems of recon- 
struction of the individual prisoner, 
were strongly influenced by certain 
mental factors. The first step in 
clearing these quite different issues 
was the detection of the feeble- 
minded among prisoners and delin- 
quents. This proved, however, to 
be only the starting point for study 
of disorders of conduct and, for 
several years, there has been a deep 
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conviction among specialists in men- 
tal medicine that light could be 
thrown upon more obscure prob- 
lems if a psychopathic clinic was 
set up within the walls of a prison. 

“Dr. Bernard Glueck, who has 
been in charge of a department of 
a government hospital for the in- 
sane in Washington, D. C., has been 
appointed psychiatrist in charge of 
the Psychopathic Clinic. He has 
made a special study of the mental 
factors in crime and delinquency and 
is the author of a number of books 
and other contributions on this sub- 
ject. He will devote his whole time 
to the work and will be supplied 
with assistants so that the work will 
be undertaken under the best pos- 
sible conditions. The need for such 
assistants at Sing Sing is shown by 
the fact that, during a period of 
three years, one in forty-five of the 
prison population was actually trans- 
ferred to the Dannemora State Hos- 
pital as an insane person. The ad- 
mission rate to all other hospitals 
for the insane among the adult pop- 
ulation of the entire State is only 
one in 320. When the Psychopathic 
Clinic is in operation, each new 
prisoner will be given a careful 
mental examination and, at all 


times, the clinic will be at the ser- 
vice of the prison in dealing with 
mental factors requiring attention. 
The work will be under the imme- 
diate supervision of an Advisory 
Board of the National Committee 
for Mental Hygiene, 

“The Establishment of the Psy- 
chopathic Clinic is the first step in 
the organization of a comprehensive 
medical service, the details of which 
have been worked out by the Com- 
mittee on Social Hygiene of the 
National Committee on Prisons. 
This medical service will insure the 
careful examination and treatment 
cf every prisoner and it is hoped 
that Sing Sing may eventually con- 
stitute the State reception prison 
through which all admissions will 
be passed. In this way it would be 
possible to correct many correctible 
defects and to improve greatly the 
mental and physical standard among 
prisoners, at the same time sup- 
plying the other prisons with a 
stream of sane, sound men, in ex- 
cellent condition or with their spe- 
cific defects accurately known. 

“Most of the funds for the medi- 
cal organization have been contrib- 
uted by individuals, and, in addition, 
it is hoped to secure the sympa- 
thetic codperation of the United 
States Public Health Service, which 
is deeply interested in the experi- 
ment as representing a new and 
promising field of hygiene.” 
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EARS of experience enable us to give your work 

intelligent and careful attention.—Special thought 
is given to designing forms for your individual 
needs—the service is personal, intimate, helpful 
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NEW conception of the co- 

operative tendency which is 

manifesting itself in every 
branch of commercial activity was 
set forth recently by F. C. Schwedt- 
man, of the National City Bank, in 
an address before Group VI of the 
New York State Bankers’ Associa- 
tion at the Hotel Martinique. 

The banker took up the subjects 
of cooperation between banks and 
their employees, banks and other 
banks, and banks and the Govern- 
ment. 

He pointed out that the heart ele- 
ment was a large part of the suc- 
cess of any steps taken by commer- 
cial houses for increasing the effi- 
ciency of their employees. Citing 
the Ford company’s earnings of 
$56,000,000 last year, he said such 
success was possible only because 
the workers were inspired to a love 
for their work. 

Mr. Schwedtman then told of the 
measures taken by the National 


City Bank to provide itself with 


faithful, intelligent, and interested 
employees. He gave the credit for 
the system now in force to Frank 
A. Vanderlip, President of the 
Bank. There are educational classes 
for all employees, and college men 
are trained especially for the for- 
eign service. 

He said the bank now contemplat- 
ed establishing a variation of the 
old apprentice-shop system. Boys 
of sixteen or seventeen would be 
taken in as apprentices, trained 
morally, mentally, and physically, 
lodged in a club-house, and passed 
through the several departments of 
the bank before being employed as 
junior clerks. 

Although the advantage to the 
employee was great, the speaker 
said, the advantage to the bank was 
very much greater. The plea was 
frankly to the enlightened self-in- 
terest of business men and not to 
their charitable impulses. 


ROM time to time we are 
able to announce additions to 

the not very extensive list 

of publications on the subject of 
Municipal Accounting. A series of 
pamphlets dealing with the new ac- 
counting system installed January 
1, 1916, by the City and County of 
Denver has been prepared by 
Thomas R. Lill, Pace Institute, 
Extension Division, for the Colo- 
rado Taxpayers’ Protective League. 
It is interesting to note that “the 
new system of accounts was rec- 
ommended for adoption to the 
Auditor and City Council for the 
reason that the members of the 
Taxpayers’ League believe that 
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efficiency and economy in govern- 
ment cannot be secured without 
current information reguarly pre- 
pared and made available to offic- 
ials, employees, and the public,” 
Under the old accounting system, 
expenses incurred were not re- 
corded as cost of operation until 
the actual cash disbursement was 
made. Believing that “one of the 
fundamental principles of correct 
accounting is that the accounting: 
must be upon an accrued basis,” 
the new system provides for in- 
cluding revenues in the accounts 
when due, and expenditures when 
incurred, regardless of the date of 
collection or payment. 

The financial reports prepared 
monthly under the new system are 
the Operating Statement (income 
statement), the General Balance 
Sheet, the Cash Statement, and the 
Fund Statement. In municipalities 
the Fund Statement is necessary to 
show how the actual revenues and 
expenditures for a certain period 
compare with the advance esti- 
mates made by the City Officials. 


It is provided in the administra- 
tion of the system of accounts for 
the City and County of Denver 
that certain specified definitions 
of terms shall govern. For in- 
stance, the definition given for the 
term Receipts is, “All cash coming 
into the possession of a city in a 
stated period irrespective of the 
source.” Following the list and 
definitions of accounting terms is 
the detailed list or System of Ac- 
counts. 

A “Manual of Accounting and 
Business Procedure for the Audi- 
tor’s Office” sets forth in detail 
the methods and forms suggested 
for the use of the Auditor in de- 
veloping the information required 
by the Uniform System of Ac- 
counts. Among the forms illus. 
trated are a Register of Cash Re. 
ceipts, Purchase Order, Invoice, 
Voucher Warrant and Register of 
Accounts Payable. 


WILLIAM T. BENNETT, New 
New York Institute of Accountancy, 
formerly in the Auditing Depart- 
ment of the Fox Film Corporation, 
has joined the staff of Touche, Ni- 
ven & Co. 


CARL ANDERSON, New York 
Institute of Accountancy, is holding 
the position of Assistant Auditor of 


OL 


Compania De Minerales Y Metales, 
S.A., of Mexico, a holding company 
of several Mexican mining com- 
panies, operating and controlling ex- 
tensive mining properties in Mexico. 


ROBERT COCHNAR, Newark 
School of Accountancy, has severed 
his connection with the Platt & 
Washburn Refining Company to ac- 
cept the post of Office Manager for 
Gillis & Geoghegan, Construction 
Engineers. 


CARLOS F. NOYES, C.P.A., New 
York Institute of Accountancy, 
1910, has been admitted as a part- 
ner in the firm of Lovejoy, Mather 
& Hough, Accountants, New York 
City. Mr. Noyes will be the resi- 
dent partner in charge of the Cuban 
office, 21 Obispo Street, Havana, 
Cuba. 


EFORE Louis D. Brandeis 

was appointed an Associate 

Justice of the Supreme Court, 
he stated to the Interstate and 
Commerce Committee of the House 
that a standardized accounting 
system for corporations is neces- 
sary to make effective the work of 
a Federal trade commission. 

In his judgment it will take from 
ten to twenty years to perfect 
such a system and have it put into 
operation by the 305,000 corpora- 
tions, concerns, copartnerships and 
individuals doing interstate busi- 
ness in this country, and to be 
brought under the supervision of 
the trade commission. 

Mr. Brandeis urged that the leg- 
islators should create the commis- 
sion with the fullest powers, but 
leave to that body the duty of 
working out details. 

“Tt will be an enormous labor to 
bring about the standardization of 
accounting,” he said. “This stand- 
ardization is essential, if the com- 
mission is to judge the work, 


methods, and competitive condi- 
tions under which business is 
carried on. 


“The commission will have to 
decide on its standardization plan 
and secure its adoption first by 
the big corporations that their re- 
quirements may be understandable. 
It must then take up the smaller 
concerns in groups, either by in- 
dustry or by territory, and so work 
out the introduction of its plan 
into all interstate commerce con- 
cerns. It is essential to the suc- 
cessful operation of the commis- 
sion this work be done thoroughly 
and without confusion to business.” 
—Contributed by J. G. Baerncopft. 
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«oy ’D like to do it, and I would if 
] There are hundreds of things 
I could only get around to it. 
that a fellow has to pass up because 
he can’t find time to do them.” Tom 
and Walter were having a heart-to- 
heart evening talk in Walter’s room. 
Tom was speaking. Walter had re- 
marked that everybody should find 
time to do a little reading on cul- 
tural subjects. 

“You're partly right, of course,” 
conceded Walter, “but not entirely 
right. We waste a lot of time, all 
of us, unthinkingly. I’m not talking 
about the time we have to spend on 
our work, and should spend in sleep 
and desirable recreation, but about 
the time that we don’t use profit- 
ably, because we’re poor planners.” 

“What do you mean by ‘poor plan- 
ners’?” queried Tom. ‘Do you think 
a fellow ought to make a budget as 
to how he should use his time, the 
same as you say he should with his 
money?” 

“Right the first time. Go to the 
head of the class,” replied Walter, 
smilingly. “Minutes are like pen- 
nies and nickels; they slip away 
from you silently, and you never 
know where they have gone. Yet, 
there are only sixty minutes in an 
hour, and you can do a whole lot 
in an hour.” 

“What’s the idea, then, so far as 
I’m concerned?” asked Tom. “I sup- 
pose you think I’m a time-waster.” 
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“Yes, I do think so,” replied Wal- 
ter, “though you’re anything but 
lazy or slow. To-day, for example, 
you knew you had a lot of extra 
work to do, but instead of getting 
down to the office at eight o’clock 
and cleaning it up, you came down 
late, and you haven’t been able to 
catch up all day. So you’ll face the 
same situation to-morrow. Besides 
that, last week you went to the 
movies four evenings, and Saturday 
afternoon you say you’re going to 
just lop around and take it easy.” 

“Well, what of it?” replied Tom, 
somewhat nettled. “You can’t keep 
your nose on the grindstone every 
minute.” 

“No, of course not,” replied Wal- 
ter imperturbably. “That isn’t the 
point. The point is that right along 
you fritter away a lot of time with- 
out getting either profit or pleasure 
to amount to anything out of it. 
You don’t organize your time.” 

“What do you advise me to do, 
then?” asked Tom, partly convinced. 

“My advice, which is based on 
my own experience, I think is sen- 
sible. Figure out a month in ad- 
vance what you are going to do 
with your time—how much you're 
going to spend in eating, sleeping, 


working, and taking recreation. Then 
take the rest and plan how you can 
use it to your greatest profit. If 
you will lay out your time definitely, 
and then stick to your schedule, you 
will be surprised at how many 
things that you ought to do, and 
want to do, you can do.” 

Walter has the right attitude on 
the very important matter of the 
profitable use of time. Despite the 
pressure of our daily tasks, we are 
a nation of time-servers and time- 
wasters. We stew and fret, and 
much of the time revolve in circles. 
The fundamental thing for any 
young man to realize, if he would 
really attain the fullest measure of 
success which his mental capabili- 
ties entitle him to reach, is to or- 
ganize his time, the minutes and the 
hours of it, systematically and sen- 
sibly. 


JAMES A. HENDERSON, Pace 
Institute of Accountancy, has re- 
cently entered the practice of Ac- 
countancy on the staff of Bodkin, 
Teschke & Company, New York. 


EDWARD M. FRENCH, Accoun- 
tancy Institute of Brooklyn, has re- 
signed his position as bookkeeper 
with the Brooklyn Shield & Rub- 
ber Company to enter the practice 
of Accountancy on the staff of 
Price, Waterhouse & Company, 
New York. 


Judging from the Past 


Every year the demand for copies of The Annual Review of The Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted. 


The Annual Review of The Annalist contains the most complete 
and exhaustive summaries of business and industrial development 
to be found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial 
development of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annalist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps. 
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\USINESS, after all, is pretty 
much a matter of buying and 
selling. The turnover of the 
merchant is nothing more than 
| the loading and the unloading of 
| his shelves as the result of buy- 
eet ing and selling merchandise. The 
oie erg) more this process of loading and 
unloading can be speeded up, the greater the 
volume of business and, presumably, the greater 
the amount of profit. Loading the shelves, if 
capital and credit are available, is an easy mat- 
ter—the major amount of 
the time and the thought of 
the merchant must be de- 
voted to the unloading, or 
selling, operation. 

In manufacturing, of 
course, the conditions are 
somewhat different. Mate- 
rials and supplies must be 
bought and labor must be 
engaged to carry out the 
technical process by means 
of which a product is made 
available. No matter how 
intricate and tedious the 
manufacturing operation 
may be, however, a market 
must be found for the prod- 
uct. The manufacturer, 
therefore, like the merchant, 
does not travel the complete circuit of his busi- 
ness until selling transactions take place and the 
selling price is received. 

Selling transactions, therefore, provide the 
necessary exit for the merchandise of the trader 
and for the product of the manufacturer. These 
transactions, in fact, are a vital part of the busi- 
ness circuit of incoming and outgoing values—a 
circuit through which flows, as it were, the very 
life stream of the business enterprise. A proper 
record of the trades that make up the marketing 
or selling function of the business is needed for 
intelligent management. The subject of sales 
records, therefore, is always of interest to the 
business man, and likewise to the accountant, 
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who functions as the business man’s adviser. 

A sale is defined as a contract whereby the ab- 
solute or general ownership of property is trans- 
ferred from one person to another for a price or 
sum of money, or loosely, for any consideration. 
To illustrate, a merchant, by a contract known 
as a sale, turns over merchandise in exchange for 
money, or upon a promise of payment of an 
agreed price in money at a later date. Prac- 
tically all sales are made in one way or the other 
—either for money or upon promise of a later 
money settlement. 

Sales being made as a mat- 
ter of contract, certain legal 
restrictions and _ cormplica- 
tions are involved. With 
these we have nothing to do 
in this article, in which it 
is intended to deal merely 
with recording the financial 
effects of sales contracts that 
are presumably regular in 
their nature. 

We require in any busi- 
ness concern a record of 
trades or sales for two rea- 
sons: First, a record is 
needed in order that a better 
control of the values in- 
volved in the selling transac- 
tion may be secured. Sec- 
ond, a record is needed to 
provide statistical information that will aid in 
the direction of the selling effort. 

The values involved in a sale consist of the 
goods turned over to the customer and of the 
cash or promise of later payment received in ex- 
change for the goods. Let us consider the possi- 
ble accounting records involved in these trans- 
actions. 

In ordinary merchandising a complete record 
of the value of goods bought and sold is not kept. 
A record is made of the cost of goods bought; 
and a record is made, as sales occur, of the total 
selling price received, but the latter is not di- 
vided between cost of goods and gross profit. It 
therefore follows that a knowledge as to the 
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stock cannot be obtained without a 
physical inspection and inventory of 
the goods. Such an inventory is 
made periodically, usually once a 
year, when it is necessary to determine net profits. 
We have no quarrel with this procedure, because 
in the majority of trading concerns the cost and 
delay of making a complete record of stock would 
overbalance any benefits that would accrue from 
the complete record. 

In some trading concerns, however, a complete 
stock record is made. Thus, in the jewelry busi- 
ness, the value of the items and the danger of 
theft justify the work of keeping a stock record. 
The physical inventory, when taken, is checked 
against the inventory as shown by the books. 
There are other instances in which a complete 
record of stock is kept, although they are the 
exception rather than the rule. 

A more positive control, however, is found, even 
in the small business, of the cash or receivables 
secured in exchange for merchandise as the result 
of sales. Cash is immediately received in many 
types of sales, and no time need be taken to de- 
scribe the mechanical cash register which is used 
in nearly all small retail establishments and in 
many departments of larger concerns to safe- 
guard cash received from sales. A record is made 
of each sale, and the total for each day is proved 
against the actual cash. 

Many devices, aside from the mechanical cash 
register, are adopted for safeguarding cash re- 
ceived from sales. Where the conditions will 
permit it, numbered receipts are used which are 
prepared in duplicate by means of carbons. The 
receipts may be bound in books or used in me- 
chanical devices. 

No matter what the method may be, cash re- 
ceived from all sources, including sales, should be 
deposited periodically, preferably each business 
day, in a bank. A bookkeeping record should be 
made recording the deposit and crediting the 
proper accounts, as provided in the scheme of 
bookkeeping. 

The second contingency, the sale of goods upon 
credit, demands that a record should be made to 
establish beyond question the amount to be re- 
ceived later from the debtor. A record of this 
type is necessary in order to facilitate settle- 
ments, and particularly to provide a means by 
which collections may be followed up. Even the 
smallest business, if it departs in the slightest 
degree from the cash basis of transacting busi- 
ness, must provide a method of recording the 
items, including the dates and the prices of mer- 
chandise sold. The methods vary all the way 
from the duplicate sales slip, which the corner 
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grocer files for each customer in a 
wall-case provided for that purpose, 
to the duplicate, itemized, monthly 
statement which the department 
store keeps as a Ledger record of the items sold 
to each customer. In each case the merchant 
must be able to show, in respect to each item sold 
on credit, the date, the character of the item, and 
the price charged. 

Periodically, usually once a month, statements 
are rendered to customers of the balance due. 
If a detailed bill is rendered in respect to items 
as the sales are made, the monthly statement is 
usually a recapitulation which shows merely the 
total of the detailed bills that have been rendered. 
On the other hand, it is a common practice of de- 
partment stores, in addition to rendering each 
customer a duplicate sales slip at the time of the 
purchase, to render monthly a complete itemized 
bill, an exact duplicate of which is kept as the 
Ledger account in the store. 

So much may be said in a brief way as to the 
requirements in respect to the need of records 
to secure a control of the values involved in sales. 

The second accounting need in respect to sales 
is for statistical information that will afford aid 
in promoting this important division of the busi- 
ness. The small business which does not main- 
tain proper accounting records does not usually 
proceed beyond a record of cash received and of 
accounts receivable. The statistical record of 
sales, in fact, is secured almost exclusively by 
double-entry bookkeeping. The debits—cash or 
accounts receivable—that result from selling are 
offset by an equivalent credit made either to a 
merchandise account or, under better practice, to 
a sales account. 

A statistical record is thus built up which may 
be classified in respect to different departments 
or classes of merchandise. Sales are recorded 
from day to day; and statements can be prepared 
in comparative form which disclose the trend of 
the business. Inefficiencies in selling and in ad- 
vertising can be detected, and a basis is afforded 
upon which managerial action may be taken to 
improve conditions. 

Even the railroads resort to selling records and 
statements of this type. Gross earnings are 
shown daily, weekly, and monthly in comparison 
with similar facts for the preceding year, and in 
many cases the earnings are shown at least 
monthly in respect to all stations receiving 
freight. Thus, the agent representing a railroad 
company in a small village is provided with in- 
formation in respect to the earnings of his station 
for the preceding month and for the same month 
in the preceding year, and also with a statement 
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“ SOMETIMES envy the young 
man of to-day his wonderful 
educational opportunities, es- 

pecially if he wishes to equip him- 
self for a successful business ca- 
reer. Things were different when 
I was a boy. There were no books 
of value on Business to be had, and 
no educational courses to be taken 
advantage of. What a young man 
accomplished, he had to accomplish 
unaided, and under great disadvan- 
tages.” 

This is what J. Lee Nicholson, 
C.P.A., one of the best-known au- 
thorities on factory cost accounting 
in the country, said to me the other 
day during a pleasant chat in his 
sunny office in the Woolworth 
Building. 

Yet, as I think of Mr. Nicholson’s 
typically American career, from the 
proverbially humble beginning to 
his present high position in profes- 
sional accountancy and education, I 
sometimes wonder whether it isn’t 
better, after all, for a young man 
with stuff in him to be compelled to 
forge his own tools of advancement 
before he uses them. It is such 
careers as Mr. Nicholson’s that set 
this train of thought in motion. 


Though a Southerner by birth, 
Mr. Nicholson received a common- 
school and a business-school educa- 
tion in Pittsburgh, where circum- 
stances made it necessary for him 
to get a job when he was a mere 
stripling. Accordingly, he entered 
the employ of the Keystone Bridge 
Company, one of the Carnegie Steel 
concerns, as office boy. He was 
soon promoted to the engineering de- 
partment where he got his first lik- 
ing for costs, since his duties con- 
sisted largely in making out shop 
bills and in drawing up sketches and 
plans which were used by the fore- 
man and the superintendent of the 
company. 

During this time Mr. Nicholson 
had been spending most of his spare 
time in the study of Accountancy; so 
he was qualified to accept a posi- 
tion as Accountant with the Penn- 
sylvania Railroad in Pittsburgh, 
where he remained a year. In this 
new position he was employed al- 
most wholly in calculating the cost 
of the water used in the tenders of 
the engines throughout the Pennsyl- 
vania Railroad system. 

Ambition kept stirring within 
him, and he resigned his position 
and came to New York in 1885, 
when he was twenty-two years old. 
For two years he acted as book- 
keeper, and later as traveling sales- 
man, for S. Katz & Company, im- 
porters of buttons and novelties. 
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Mr. Nicholson, young as he was, 
had long intended to enter the pro- 
fessional practice of Accountancy. 
In 1889, realizing that he must 
make a start in his chosen work, 
he opened an office as a practicing 
Accountant under the name of J. 
Lee Nicholson, which has been the 
firm name ever since. After the 


usual hardships which seem to be 
in store for the young man just en- 
tering any profession, Mr. Nichol- 
son began to make an enviable repu- 
tation for the high quality of his 
work, and business came to him 


J. Lee Nicholson, C.P.A. 
Factory Cost Specialist 


rapidly. Mr. Nicholson’s present 
firm enjoys a large and lucrative 
practice in all aspects of Accoun- 
tancy, though it is perhaps best 
known for its work in industrial en- 
gineering and cost accounting, upon 
which Mr. Nicholson began to spe- 
cialize in 1901. 

Mr. Nicholson has been a prolific 
and an authoritative writer and 
speaker upon Cost Accounting. He 
is the author of various articles 
upon this subject which have ap- 
peared in the leading trade publica- 
tions of the country, and he has 
spoken many times on Cost Ac- 
counting before manufacturers’ as- 
sociations. His first book on Cost 
Accounting, “Factory Organizations 
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and Costs,” appeared in 1909. This 
book was followed by a second, de- 
signed for use in a correspondence 
school. His third and most exhaus- 
tive book, “Cost Accounting—The- 
ory and Practice,” which came 
from the press three years ago, is 
now used either as a text-book or 
as a reference book in many of the 
American colleges which offer 
courses in Accountancy and Busi- 
ness Administration. 


For fifteen years Mr. Nicholson 
has been a member of the New York 
Society of Certified Public Ac- 
countants, and is now its First Vice- 
president for the third consecutive 
time. He was formerly a member 
of the old American Association of 
Public Accountants, and at one time 
chairman of the committee on ter- 
minology. And he is now a promi- 
nent member of the newly formed 
Institute of Accountants of America. 
Mr. Nicholson for four years has 
been a valued lecturer on Cost Ac- 
counting at Columbia University. 

Mr. Nicholson, like other keen ob- 
servers of the present trend of busi- 
ness, believes that the profession of 
Accountancy offers great induce- 
ments to young men who are quali- 
fied by temperament and training to 
enter it. He also is strongly of the 
opinion that training in accounting, 
law, and allied subjects is the surest 
possible guarantee of success in or- 
ganization employment. 

“The big need of to-day in Busi- 
ness,” said Mr. Nicholson, in his 
genial but forceful way, “is for 
young men who are capable of mak- 
ing correct decisions on business 
matters. Present conditions being 
what they are, this ability can be 
and must be largely developed by 
means of the study of subjects 
which bear upon and reflect the pro- 
motive and executive aspects of 
Business as it is carried on through- 
out our country to-day.” 

It is generally admitted that the 
able accountant is an exceptionally 
high type of business man, and that 
his opinions upon all regulatory and 
constructive aspects of business are 
worthy of careful thought. This 
high appraisement of the Accoun- 
tancy profession is more than cor- 
roborated by an informal discussion 
with J. Lee Nicholson upon any of 
the countless thought-provoking as- 
pects of modern organized business. 
Wide experience in business, keen 
observation of its processes, and 
deep study of its principles have 
produced a ripe fruitage in Mr. 
Nicholson—they have made him a 
man who, when he speaks upon 
Business, speaks with authority. 
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1 courses are no more 
adapted to the 
needs of business 
men than business law courses 
are adapted to the needs of law- 
yers. Startling as this statement 
may seem to the layman, it is 
based upon the soundest pedagogic principles. 
Mr. Charles A. Pace has pointed out one of 
the main distinctions—that the university law 
school is national in scope, whereas the business 
law course should be local in its appeal. For 
example, the Harvard University Law School 
does not attempt to teach to its students, who 
come from every state in the Union, the statutes 
of their respective states. Dependence is placed 
upon the fact that these students will have avail- 
able, during their active law practice, local stat- 
utes. Purely Statutory Law, excepting such as 
is national in nature, is therefore acquired by the 
law student after he starts his law practice, or 


-by special research preliminary to his state ex- 


amination. 

These statutes are not within reach of the 
average business man, and he has neither the 
time nor the inclination nor the opportunity to 
go to law libraries and to ascertain the local law 
of his state. It follows that the business law 
school, in fulfilling its mission, must give the 
business man a knowledge of the Statutory Law 
of his state more thoroughly than do law schools, 
most of whose students intend to practice in other 
jurisdictions that the jurisdiction in which the 
school is situated. 

Another distinctive feature of business law 
training, frequently overlooked, is probably best 
brought out by the following comment by a for- 
mer student on a course given in a newly estab- 
lished business school: 

“The two-hour Law sessions passed most rap- 
idly, because the work was so interesting. Argu- 
ments and discussions on hair-line decisions oc- 
cupied most of the time. Although this was very 
pleasant, my recollection of the Law is hazy and 
vague, and of little practical use to me in my 
daily business.” 

Beyond question, the lawyer instructing this 
young man’s class attempted to teach in the same 
manner as in the regular law school. Probably 
90 per cent. of the legal problems confronting the 
average business man are susceptible of definite 
decision one way or the other. The remainder 
are on the border line. These border-line de- 
cisions involve legal points most apt to be liti- 
gated. They are the cases which the lawyer most 
often meets in his practice, and which the law 
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school properly emphasizes. They 
are, on the other hand, the cases 
which seldom happen with the aver- 
age business man, and in which he 
is least interested. Means which will definitely 
fix his rights, and which will prevent a border- 
line case from arising out of his business trans- 
actions, interest him the most. Discrimination to 
discern when given facts may involve legal “‘hair- 
splitting” is necessary, so that the lawyer may be 
consulted before the case is beyond remedial ac- 
tion. It is positively dangerous to create in the 
mind of the business man the impression that he 
can do that which even the lawyer dare not do, 
namely, make a curb-stone decision in cases in- 
volving unsettled parts of the Law. Business law 
courses, however, can and should emphasize those 
cases which have in them certainty of decision; 
and it is impossible to do this and, at one and 
the same time, lead the student into the twilight 
zones of legal decisions. 

Precautions to be taken in conducting business 
transactions are of most practical use to the busi- 
ness man. The lawyer is concerned with the kind 
of cases apt to take him into the courts; the busi- 
ness man with the steps to be taken to keep him 
out of the courts. He may be taught cases in- 
volving certain distinctions under the Statute of 
Frauds; but it is not necessary for him to know 
every possible contract which may or may not 
fall within its provisions. It is vastly better to 
impress upon him the advisability of having all 
doubtful contracts in writing than to attempt to 
discriminate as to which of the doubtful ones 
may or may not be in writing. 

So vast is the compass of the Law that the 
best law school can teach but a very minute por- 
tion of the whole. It is never a question of 
quantity, but always one of selection. Moreover, 
that selection most suitable to the lawyer is by 
no means the same as that which would be of 
most benefit to the business man. 


EGAL responsibility of accountants is not 

definitely defined. Some cases have arisen 
in England, but so few in the United States that 
the law may be regarded as unsettled. Never- 
theless, light may be thrown upon the question 
from analogous cases. 

Those undertaking to furnish information for 
the use of business organizations are responsible, 
subject, of course, to any contractual limita- 
tions that may exist, for the consequences of 
negligence or of fraud. Not a few cases have 
been decided respecting the liability of mercan- 
tile agencies for erroneous credit information fur- 
nished clients. These agencies attempt to pro- 
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tect themselves by contracts limiting 
liability. A recent case involved a 
report on a partnership dealing in 
furs in New York City. The assets 
were stated as $58,500, and the liabilities as 
$43,500. These figures were obtained from a 
financial statement dated six months prior to the 
client’s inquiry. No information had been re- 
ceived by the mercantile agency respecting the 
partnership later than five months before the in- 
quiry. 

Within a short time after the client extended 
the credit, the firm went into bankruptcy, and 
thereupon action was commenced against the 
mercantile agency. The liability limiting clause 
in the contract read, “that the said company 
should not be liable for any loss or injury caused 
by the neglect or other act of said company or 
any of its officers, agents, or employees in pro- 
curing, collecting, and communicating said infor- 
mation.” 

The Appellate Division of the Supreme Court 
(150 N.Y.S. 833) held the mercantile agency li- 
able on this statement of fact. In the decision, 
the court said: 

“The evidence justified a finding of gross neg- 
ligence, and also that the defendant was guilty 
of constructive fraud in thus misrepresenting the 
financial credit of the firm to the plaintiff, thereby 
leading, if not inducing, him to extend the credit.” 
It is also stated that a reasonable construction of 
the clause I have quoted above relieves the de- 
fendant from errors and mistakes, but not from 
knowingly making false reports, or from gross 
and inexcusable negligence. 

So difficult is the drawing of a contract that 
would completely relieve a mercantile agency of 
responsibility for information furnished, that at 
least one of them resorts to a very ingenious ex- 
pedient. By the terms of the contract the em- 
ployees of the agency are made agents of the 
client, so that the mercantile agency itself osten- 
sibly becomes a medium for merely introducing 
the client to his “agent.” 

From the various decisions relating to mercan- 
tile agencies, it would seem that the law would 
hold an accountant furnishing information to a 
high degree of care. This liability would not al- 
ways be upon contracts, because the accountant’s 
certificate is depended upon by others as well as 
by those who directly engage his services. The 
fact that few cases have arisen is a high tribute 
to the integrity and character of the members of 
the Accountancy profession. 

“In the moral, as well as the natural world, we 
perceive that Infinite Intelligence undeviatingly acts 
upon the principle of order.” 
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ject of sale or of pledge. When 
they are sold, the purchaser usually 
pays a price much less than the book value, be- 
cause allowance must be made for uncollected 
accounts. These transactions afford opportunity 
for usurious loans. A sale of accounts receivable 
at a discount does not involve the question of 
usury. Should the transaction be a loan, then 
the discount, if above the legal rate, is usurious. 
Hence, it is important to determine whether a 
sale or a loan is the basis of the transaction. 

This question arose in the case of Mercantile 
Trust Company vs. Castor, 112 N.E. 988, wherein 
a firm transferred its accounts receivable to a 
trust company, for which the trust company paid 
a certain amount lower than the book values of 
the accounts. The transferror guaranteed that 
the accounts would be paid at maturity. The 
court held that the effect of this guarantee was 
to indicate that the parties intended a loan and 
not a sale, and that, therefore, the contract was 
usurious. 

In all of these cases the main means of de- 
termining the nature of the contract is to ascer- 
tain the intent of the parties. If it is a sale, title 
to the accounts is in the vendee; if a loan, title 
remains in the borrower. Should the latter be 
the case, the lender holds the accounts as a 
pledge. The chief method of distinguishing a 
pledge from a sale is to ascertain whether the 
party delivering the property can or cannot ob- 
tain his property again by paying the amount, 
including possibly interest. 

Inasmuch as the creditor ordinarily has the 
right to collect the accounts at maturity, this test 
is difficult of application in the case of accounts 
receivable. The case I have cited has been criti- 
cized in other reviews. Nevertheless, I incline to 
the belief that it contains a more definite test 
than that usually given. The test is: Does the 
risk of ultimate collection rest upon the party de- 
livering the accounts, or upon the party obtaining 
them? If a material part of the risk is placed 
upon the party obtaining the accounts, it would 
seem that the transaction should be regarded as 
a sale. If not, a loan would probably result. 
Owing to the ease with which their intentions 
may be misconstrued, it should be the aim of 
parties entering into such contracts so to word 
them that there can be no doubt as to the nature 
of the transaction. 

A student may forget the fine distinctions which 
characterize cases involving the statute of frauds— 
but he will always remember to reduce to writing 
any contract likely to come within its provisions. 
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Question PARTNERSHIP sells its busi- 
and ness to a corporation. The 
Answer Old partners are the controlling 
Depart- Stockholders of the new corporation. 
ment The corporation is capitalized at $100,000, and the 


The tinctively from surplus accumulated 
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which I am employed is insured for the benefit 


net asset value of the partnership taken over is 
$125,000. Is it permissible, under the laws of the 
State of New York, for this corporation to com- 
mence business with a surplus? State, in general, 
the law in other jurisdictions on this point. 

Contributed surplus is to be distinguished from 
surplus from operation. A corporation cannot start 
business with a surplus from operation, for the 
reason that the source of such a surplus is profits 
secured from operation. 

There is no legal objection in the State of New 
York to a corporation’s starting business with a 
surplus, so long as the capital stock exceeds the 
minimum prescribed by law. This contributed 
surplus is available for distribution to the stock- 
holders. In strict legal terminology, such a dis- 
tribution is not considered in every instance to 
be a dividend. 

This is the law prevailing in practically all of 
the jurisdictions of the United States. In fact, 
with moneyed corporations, such as banks, it is 
quite customary to start the corporation with 
contributed surplus. I am inclined to believe the 
law would view such a condition favorably. 

In this connection, it may be noted that should 
the corporation reduce its capital stock, in ac- 
cordance with Statutory provisions, then a sur- 
plus resulting from such reduction may be re- 
tained by the corporation. The New York Statute 
on this point leaves the question as to whether 
such surplus shall be distributed to the discretion 
of the board of directors. 

Partnership assets purchased by a corporation 
should be taken in at their true values. But the 
bringing in of assets below the true values, for 
the purpose of wiping out an initial surplus, can- 
not be advised. From the accounting view-point, 
it is as undesirable to understate values as it is 
to overstate values. 

Contributed surplus may arise in three prin- 
cipal ways: First, by payment of a premium to 
the corporation for stock at the time of the issue; 
second, by reduction of capital stock, in which 
event previous payments of stockholders for stock 
are converted into surplus; third, there may be 
an assessment levied on stockholders to create a 
surplus, after the sale of the stock and the com- 
mencement of operations, which assessment can 
be made only with the consent of stockholders. 
No matter from what sources the contributed 
surplus may arise, it should appear in the ac- 
counts and on balance sheets separately and dis- 
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of the other members. The policies are on the 
20-year-payment plan. Is it permissible to de- 
duct the initial cash-surrender value, together 
with the annual increases in cash-surrender value, 
from amounts chargeable against profits for the 
premiums on these policies? 


Partners insure for the benefit of each other 4 


in order that losses incident to dissolution upon 
the death of one of their members may be cov- 
ered. 

In the event of bankruptcy, insolvency, or like 
contingencies, the cash-surrender values of the 
several policies would be regarded as legal as- 
sets, available for distribution to creditors. As 
such they would logically be carried on the books 
as an asset of the partnership. It follows that 
each year there is added to the partnership assets 
this value, which would be in the nature of a 
value offsetting premiums paid. The cash-sur- 
render values may therefore be set up. In case 
of realization of policies, however, the payment 
of the face of the policy will, of course, include 
the cash-surrender value set up on the books. 


During 1916, a firm had some merchandise on 
hand which had been purchased from my Com- 
pany. The firm wished to dispose of some of it in 
order to liquidate its indebtedness to us. We suc- 
ceeded in finding a purchaser for a large portion 
of the stock, and arranged with our debtor to ship 
this stock to the prospective buyer. When this 
shipment was made, an invoice was rendered to 
us for the articles shipped, and the customer 
making the shipment was credited on his account 
accordingly. Through an oversight, however, 
the party receiving the goods was not charged, 
and this fact was discovered only a few days ago, 
after all the books for the year 1916 had been 
closed. Will you kindly inform me through the 
Question and Answer Department of The Pace 
Student how this transaction can be adjusted so 
as not to affect the profit results for the current 
year? 

You do not state what account was charged 
when the customer making the shipment was 
credited for the goods shipped to another pur- 
chaser. If no account was charged, then, of 
course, your books were out of balance. Nat- 
urally, the charge should have been to the new 
purchaser. If this charge was omitted, evidently 
your Accounts Receivable Ledger would be out 
of balance by the amount. This would not affect 
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your Profit and Loss Account, and 
would have to be corrected simply 
by making the proper charge to 
the detail account, which would 
restore equilibrium to the Accounts Receivable. 

If, however, when the customer was credited, 
a corresponding charge was made to some ac- 
count, such as Returned Sales, then the profit 
showing for the past year would be decreased by 
that amount. Such an error would be corrected 
by a debit to the new purchaser and a credit to 
Surplus or other account to which net profit had 
been credited. 


What becomes eventually of a Reserve for De- 
preciation? If the amount of depreciation equals 
the amount of the asset, is it good bookkeeping 
procedure to charge Reserve for Depreciation 
and credit the particular asset account, thus clos- 
ing out both accounts? This would be exactly 
the result arrived at if the asset account were 
reduced a certain amount yearly and the same 
charged to Profit and Loss. 

A Reserve for Depreciation is set up by credit 
entries against debit entries to the Profit and 
Loss Account. Presumably it measures the de- 
crease in value of the asset covered. In a Bal- 
ance Sheet the reserve should be subtracted from 
the asset account to which it belongs, forwarding 
into the final column only the difference, which 
represents the net value of the asset. When the 
amount of depreciation equals the book value of 
the asset, no further depreciation should be set 
up thereon. In custom; one sometimes finds this 
condition resulting in an entry which eliminates 
both items from the Balance Sheet. It is prefer- 
able to allow both items to remain, as they tell 
more fully the history of the business, showing 
that the actual asset exists and that its value has 
been fully covered by Reserve for Depreciation. 
When the asset is eliminated, then, of course, 
both accounts should be eliminated likewise from 
the Balance Sheet. A Reserve for Depreciation 
as a separate account is preferable to crediting 
these depreciation items directly to the Asset 
Account, as the accounts show definitely the orig- 
inal cost of the asset and the estimated deprecia- 
tion in value of the asset. If both are merged in 
one account it is difficult to determine these two 
separate facts regarding the item. 


Will you tell me how goods may be marked to 
indicate the cost price, as well as the selling price, 
but so that the purchaser will not be able to know 
what the cost price is? I understand that there 
is some way of marking them in secret code, but 
do not understand how to devise such a system. 
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usually consists of an arbitrary sign 
or letter to represent each number. 
This usually means that a code list 
must be kept and consulted every time an article 
is marked or the price is read, until one becomes 
so familiar with the symbols that they recognize 
instantly the numbers they are intended to rep- 
resent. Such a system is purely arbitrary, and 
any one can devise one by assigning any letter or 
arbitrary sign to each of the ten digits. 

Another plan frequently used is to decide upon 
a word or phrase consisting of ten letters, no 
letter being repeated. Allow the first of these let- 
ters to represent the digit “1,” the second letter 
to represent the digit “2,” and so on throughout 
the list, the last letter representing “0.”’ As an il- 
lustration, take the word “bisulphate.” This is a 
cipher that is easily remembered, and a number 
can readily be written therein or read therefrom 
without consultation of a code book. For in- 
stance, to write $15.00, put down “BLEE.” 

Another system requires that for each figure of 
the number you write the succeeding figure in 
the numerical list. By this system, $15.00 would be 
written $26.11. To read numbers written in this 
system you consider the next lower digit instead 
of each digit that is written. Another system, 
occasionally used in retail stores, is to mark each 
item with the dozen price reversed. That is, if 
an article costs $2.30 per dozen, it is written 
Spee aid! 

There are many other systems, but no doubt 
we have illustrated a sufficient number to give 
you an idea of how to devise a system which will 
meet your particular needs. You realize, of 
course, that any of these systems can be deciph- 
ered by persons of fair cleverness, and with some 
experience in such systems. 


WANTED-COST ACCOUNTANT 


A firm of Certified Public Accountants of- 
fers a permanent engagement to several com- 
petent accountants at their Ohio Office. 


Applicants must have experience in devising 
and installing factory cost systems; must un- 
derstand the collection of material and labor 
figures, the various methods of distributing the 
factory overhead, and the building of a cost 
system controlled by the general books. Ref- 
erences as to character and ability required. 
No bookkeepers or cost clerks wanted. State 
salary desired and give history of your experi- 
ence fully in first letter. All communications 
confidential. 
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The ity for getting 
Fighting edge comes from mental fitness—the power to 
Edge concentrate and think and reason, the ability at 


=~ OU need it, I need it, 
} we all need it—the 
fighting edge—if we 
f would attain the 
j goal of our commercial hopes. 
ij The fighting edge comes from 
| physical fitness—a good diges- 
' tion, a liver that works, a capac- 
our second wind. The fighting 
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once to mobilize our brain resources on the firing 
line. The fighting edge comes from emotional 
fitness—joy in our work, belief in its worth while- 
ness, satisfaction in its future opportunities. The 
fighting edge means indifference alchemized into 
action, mental torpor alchemized into mental agil- 
ity, self-pity alchemized into self-respect, content- 
ment with half achievements alchemized into 
resolution for full achieve- 
ments. The fighting edge is 
the thing that makes us want 
to spell man with a capital 
“M.” Come, let us, you and 
me, go after it and make it 
our own—the fighting edge! 


NE of my closest friends 

—a young department 
head in a large manufactur- 
ing corporation—is noted for 
his executive ability. He gets 
things done without friction 
and on time. His subordi- 
nates—he has about sixty 
assistants, clerks, and _ ste- 
nographers—swear by him. 
I asked him the secret of his 
executive success. “There is 
no secret about it,” he replied. “But there are a 
few things I do which may be a partial answer. 
Whenever I have any fault to find with any one’s 
work, I take that person into my office and talk 
the matter over with him or her alone. First of 
all, I pick out what is praiseworthy and mention 
that. Then I show wherein faults are being com- 
mitted; here I am always very explicit, and I 
never show any trace of irritation. But, most im- 
portant of all, I bring myself, my own experience, 
into the discussion; I mention my early mistakes 
and what I had to do in order to overcome them. 
The net result of this kind of treatment is that 
every member of my force feels that there is a 
bond of human sympathy between us, and that 
it would be absurd to become disaffected or dis- 
couraged. Better work, more enthusiastic work, 
always follows as a matter of course.” In these 
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words there is sound managerial 
ENT psychology; certain other executives 
of my acquaintance would do well 
to take a leaf out of my friend’s 
book of methods. 


HE twins of business success are Planning 

It Out and Putting It Through. Closely 
related are they, independent though they may 
be in action. 

You know him—the man of plans. He knows 
what he wants to do, what can be done, what 
should be done. His ideas—many of them—are 
good, capable of realization; but as for devising 
and running the machinery that will carry them 
out and produce the profit results, there is where 
he usually lacks. Details he loathes, and daily 
reports irritate him. His work, he temperamen- 
tally feels, is to conceive, invent, and plan in a 
large way. 

You know the other chap, 
too—the man who puts 
through the plan and makes 
it produce. He is not con- 
cerned much with the ideas 
themselves. His business is 
to see that results are 
achieved; that the organiza- 
tion exchequer receives a 
steady increase in dollars 
and cents. He may be lack- 
ing in vision, in imagination; 
but, as a dynamic force that 
makes the wheels of the ma- 
chinery of production whir 
and sing, he asks no odds 
of any man. “Deliver the 
goods” is his daily and 
hourly slogan. 

Sometimes Mr. Planning It Out and Mr. Put- 
ting It Through are found in one and the same 
person; then a $50,000 salary is often in sight. 
Usually, though, they are two different types of 
persons who supplement and fortify each other. 
The organization with big hopes of success needs 
them both. 


N exchange which comes to our desk con- 

tains a cartoon based upon the statement 
by Chairman Hurley, of the Federal Trade Com- 
mission, that “‘only 10 per cent. of the merchants 
in the country really know their overhead costs 
and take them into account.” In the cartoon, a 
merchant is sitting at his dinner table with his 
three boys, whose appearance indicates ravenous 
appetites. The boys represent Cost of Material, 
Labor Cost, and Other Direct Expense. The 
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merchant, having divided his cake 
into four slices, has passed one slice 
to each of the lads and is lifting to 
his own plate the fourth, which is 
labeled Net Profits, when the door opens and a 
fair lady enters. Her name is Overhead Expense. 
The look of dismay on the face of the merchant 
is quite pathetic as he stammers, “Oh! I forgot 
her.” 

We will not take issue with the cartoonist who 
has so effectively portrayed a condition that often 
exists, not only among merchants, but among 
other classes of business men as well. Our first 
thought, however, upon glancing at the cartoon 
is: Why picture Overhead Expense as feminine? 
Overhead Expense, when recognized at all, is a 
necessary evil, little to the liking of the business 
man. Surely, we cannot say the same in respect 
to femininity. But let it pass. 

Overhead Expense is seldom understood. Its 
value is not realized; yet it is the expense that 
should make all other expenses productive. Busi- 
ness men seldom have any great affection for ex- 
penses of any character, but the direct expenses 
are not usually resented as vigorously as are the 
indirect. The usual feeling regarding the latter is 
that they must be tolerated because they exist 
and must exist, but that they are of no value, and 
serve only to reduce Net Profits. 

This attitude is erroneous; Overhead Expense 
should be productive of Net Profits rather than 
otherwise. If the service covered by that word 
“Overhead” does, with a given amount of ma- 
terial, labor, and other direct expense, produce a 
greater Net Profit than would otherwise be pro- 
duced, it is not useless, and it is to that extent 
productive. Better light, better heating devices, 
better superintendence, should all result in better 
Net Profits. There is as much opportunity for 
production in Overhead as in direct store or fac- 
tory costs. 


HIS is an age of Budgets. We find institu- 

tions of every kind preparing annual Budgets. 
The cities are preparing Budgets, the Nation is 
preparing Budgets, and even individual! house- 
holds are preparing Budgets of their annual in- 
come and each penny of its expenditure. All 
of this is as it should be. 

These Budgets are based primarily upon the 
expenditure of money; but money is not the only 
valuable elerient we have that requires caution 
in its disbursement. If the Budget plan, therefore, 
is valuable in the expenditure of money, is it not 
even more valuable in the expenditure of time? 

What do you expect to accomplish in this 
world? Set it down, definitely. How much of 
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this have you already accomplished? 
How many years have you for its 
completion? Set that down, ap- 
proximately. Apportion the work 
over the years to come. Settle definitely the 
amount of it that you must accomplish in this 
coming year. Then divide that by months, and 
set the plan or chart before you on your desk so 
that you may see it daily. Each month record 
the progress that you make. 

The results may startle you; but, also, they 
may be very gratifying. 


6“ ANTED-—Self-Starters” is the sugges- 
tive title of a newspaper paragraph I 
read some time ago. Here we have in three words 
an epitomized sermon on business success. There 
are plenty of men and women who perform their 
work well when somebody else starts them going. 
They are the kind that fill the routine jobs of 
various grades in the modern organization. You 
number them by the thousands. What Mod- 
ern Business needs is young men and women of 
initiative, ambition, vision, capacity to see things 
and do things without waiting for external mo- 
mentum to set them in motion. Give us more 
“self-starters,” and give them to us quickly. 


NE way of testing the value of an educa- 
tional program is to note the kind of reac- 
tions it produces on the part of the student body 
en masse and individually. Do the subjects 
studied—assuming they are actually studied and 
not skimmed over—react on the student mind in 
developing power of sustained concentration, the 
ability to formulate logical judgments respecting 
ideas and courses of action, the inclination to 
seek out the unknown and correlate it with the 
known, and the purpose to serve oneself by serv- 
ing others in the spirit of whole-hearted coopera- 
tion? The educational curriculum that produces 
reactions of this kind has demonstrated its right 
to existence and, what is more, to whole-hearted 
support. 


IFE is full of knocks and knock downs. No- 

body escapes his prefated share of bruises— 
bruises to his self-esteem, his self-confidence, his 
self-achievement. They toughen your fiber—if 
you have any fiber to toughen. They stiffen 
your backbone —if you have any backbone to 
stiffen. They put the glint of determination into 
your eye—if you have an eye that faces facts as 
they are and as they can be. The men that 
amount to anything are always those that find 
in disappointment and defeat a means to later 
achievement. Such men are game. Are you? 
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HE problem we are The During the year 1916 certain articles 

: técentine below ifi- I ) STUD of merchandise advanced in market 

P ship P fe Ate 4 £ th ACE ENT price; and on December 31, 1916, it 
roposi- voives many 0 e March, 1917 would have required $9,300 to buy the 


accounting princi- quantity which the firm carried in stock, 


tion 


ples that must be kept in mind 
in the preparation of Profit and 
Loss Statements for Partner- 
ships. 


On December 31, 1916, a trial balance of the B, C & 
D partnership accounting records displays the following 
items: 


and which had cost them $5,900 the previous year. 
Desiring to be conservative, they listed this merchan- 
dise in their inventory at one-half of the advance in 
price; that is, at $7,600. 

You are required to prepare a statement showing 
analysis and distribution of profits of the firm for the 
year ended December 31, 1916. 


f ; ‘O meet the requirements of this problem the 
Statement of Profit and Loss must show two 
distinct facts regarding the year’s profit: how it 


na ne was obtained, and how it was distributed. Com- 
Tea re a ee ila te § dpe In arriving at the first of these it is advisable ments 
Accounts Payable ............. $26,800, SO to arrange the facts as to display Gross Profit 
Fixtures and Equipment ....... 12,000 on Trading, Net Profit on Trading, and Total 
Investment .....- sees esses 8,000 Net Profit. This last amount is the total net 
Note aca iene Sate 1 000. returns to the proprietors as a result of partner- 
Returned (Saless.a- 3. 74 ate 4,500. ship transactions. 
Delivery Expense ...........-- 5,400 Salaries of the partners and interest upon their 
Sea Ape Seen he contributions and withdrawals are not included 
Trieieetl arid (Discaun ede val um mes 720 in this section of the statement. These items do 
Tnetirance. Vo .q.e rete eee eee 2,640. not affect the amount of the net profit; they only 
LAROS UE Qeiee eevee 4s eta ike 1,140. affect its distribution. As between the partners, 
says Expense ..........-.++- 16,535. Napa these items are effective to the extent that they 
Tteie HArInG een Eee 3,600. influence the portions of the net profit which 
B’s Capital Account ........... 7,700. each partner receives. They do not, however, 
C’s Capital Account ........... 23,600. affect the partnership as a whole, and therefore 
D's Capital ‘Account M222) =: 21,115. are not considered as expenses of the business. 


$297,815. $297,815. 


Each of the partners draws a salary of $200 a month 
which has been charged to Salary Account. In addi- 
tion to this, each partner has drawn monthly as fol- 
lows: B, $100; C, $200; and D, $300; which withdrawals 
have been debited to their respective capital accounts. 

Each partner is to be credited with interest on his 
contributions and charged with interest on any with- 
drawals above his salary, at the rate of 6 per cent. per 
annum. 

Six months’ interest at 6 per cent. has accrued on a 
note payable for $5,000. 

The value of the Unexpired Insurance December 31, 
1916, is $240. 

Rent at the rate of $550 per month has been charged 
to Sundry Expense Account. 

Fixtures and Equipment are to be depreciated 10 
per cent. 

Losses, because of bad debts, in the past have been 
about 1 per cent. of the net sales. 

The Investment Account represents a part interest 
in a factory whose product is handled by the B, C & D 
Company. This was originally contributed by D at a 
valuation of $20,000. During the year 1916, one-half of 
this original investment was sold for $12,000 in order 
to raise cash to meet a note payable. Another note 
payable for $10,000 which matured May 1, 1916, was 
met by a contribution from C of that amount. 

The Inventory on December 31, 1916, was valued at 
$64,200. 


It is true that the contrary view is held by some 
business men. But if the salaries of the partners 
are an expense of the business and affect the net 
profit, then unquestionably the profitableness of 
the business can be increased by decreasing the 
partners’ salaries. Profit is the term applied to 
the increase of net assets as a result of business 
operation. It may be withdrawn by the owner- 
ship without reducing the original capital. 

In this problem the total increase of net assets 
is $26,400, which is distributed by various meth- 
ods to the partners. It is also evident that this 
amount is neither increased nor decreased by 
varying the amount of salary of the partners, nor 
by doing away with such salary entirely. The 
partners receive neither more nor less in total, as 
the result of the year’s transactions. 

It is evident, therefore, that neither salaries to 
partners nor interest upon Investment affects in 
the slightest the total returns to the proprietor- 
ship for the use of Capital, effort, or skill in the 
organization. Therefore, logically, they cannot 
be considered as expenses. 

Several adjustments of nominal elements 
must be made before the accounts will present 
a true condition of the progress of the business. 


[Forward to page 64 
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Advertising 
Delivery Expense 


Insurance 
Taxes 
Rent 

Sundry Expense 


Total Expense 


Net Profit on Trading 


Profit from Sale of Assets 
Income from Investment 


Drawn by Partners as Salary 
Credited to Capital Accounts, as Interest: 


BY Os. On SS 900 MOM lay Tari oer ttl nosis ce shesion $534.00 

esse Olomotep @200 BtOGEOnInO.444-)e eieeeoe 36.00 
$498.00 

Cr6%51 Onl $16,000 Ff OnAnImOM Eon ie ae ees 2 20.00 

O%a, ON S26, 000 FOG Se ION lat sie Deasek cats sna alee 1,040.00 

$1,360.00 

esshi67o1 Ons $2,400 ntOre OF MO; NUL ne ee ee 72.00 
1,288.00 

ye6%" on $24,715) for, leyremaeets. cus ceed Agee $1,476.90 

Less 6%/ on $3,600. for 6, MO. is cee cheek 108.00 
1,374.90 

Balance, Credited to Capital Accounts, equally: 
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Cee aOTE BLO ,OS 9c LU. mts tote a) fer ots diese rela) cea were ee! & oe, 8 ote, an eg Bh 5,342.37 
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Depreciation on Fixtures and Equipment at 10 % 
Loss on Bad Accounts at 1% of net sales 
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$200,000.00 
4,500.00 
$195,500.00 
$191,000.00 
62,500.00 
128,500.00 
$ 67,000.00 
$6,200.00 
7,500.00 
5,400.00 
3,870.00 
2,400.00 
1,140.00 
6,600.00 
1,200.00 
1,955.00 
9,935.00 
46,200.00 
$ 20,800.00 
$2,000.00 
3,600.00 5,600.00 
$ 26,400.00 
$7,200.00 
3,154.90 


16,039.10 26,400.00 


Solution 


Partner- 
ship 
Proposi- 
tion 


(Continued) 


Interest Account must be increased 
by $150, covering the accrued Inter- 
est on Notes Payable. The profit 
must be reduced by the depreciation 
of $1,200 upon Fixtures and Equip- 
ment, and by an estimated loss be- 
cause of bad accounts amounting to 
$1,955. Of the balance upon the In- 
surance Account, only $2,400 repre- 
sents a nominal element to be 
brought to the Profit and Loss Ac- 
count; the remaining $240 being 
the prepayment for a benefit not yet 
received by the partnership. Sal- 
aries to the partners should be sep- 
arated from salaries paid to parties 
outside of the partnership, and 
should be shown in the division 
which displays the distribution of 
the Net Profit. 


The Inventory of December 31, 
1916, must be reduced by $1,700. 
The generally accepted rule of con- 
servative business houses and ac- 
countants is, that assets held for 
realization should be inventoried at 
cost price or at market price which- 
ever is the lower. This firm has list- 
ed its merchandise at $1,700 more 
than cost. To allow this to remain on 
the books would make a false show- 
ing of profit to that extent. Profit 
upon merchandise must be the re- 
sult of selling at a price advanced 
over cost price. Either cash, or a 
claim for cash, must be obtained 
before it can be considered as profit. 
In this problem this particular mer- 
chandise has not yet been sold. The 
firm does not have this profit of 
$1,700, nor does it have a direct 
claim upon any one for this $1,700. 
Therefore, it should not be included 
in the Profit. 


As the Inventory as of December 
31, 1915, does not appear in the 
Trial Balance, the presumption is 
that it has been included with the 
Purchases. A common practice in 
many business houses is to include 
the Inventory at the beginning of 
the period as the first item upon the 
Purchase Account for the period. 

The Income upon Investments of 
$3,600 is not the direct result of 
the partnership’s trading operations, 
but instead is the return upon an in- 
vestment in another enterprise. This 
should be shown in the Profit and 
Loss Statement after the results of 
trading, but included in the Net 
Profit to which the proprietorship 
is entitled. 

Since the part of the original in- 
vestment that was sold during the 
year for $12,000 cost the partner- 
ship $10,000, a profit of $2,000 was 
realized. D consented to a valua- 
tion of $20,000 upon this item when 
he contributed it to the company. 
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Therefore, this realized profit be- 
comes, not the profit of D, but the 
profit of the partnership. It is not 
the result of operation, and there- 
fore forms no part of the net profit 
from operation, but is included in 
the net profit to which the pro- 
prietorship is entitled as the re- 
sult of the year’s transactions. The 
remaining portion of the investment 
cost the partnership $10,000, and 
should be carried on the books at 
$10,000 instead of $8,000. If this 
investment had not produced sufh- 
cient income it might be considered 
conservative practice to write down 
its value to $8,000,as had been done 
by the partnership; but the amount 
of income realized thereon during 
the year does not seem to justify 
such a procedure. 

In the calculation of Interest upon 
the partners’ Capital Accounts it is 
advisable to determine the amount 
of the Capital Accounts at the be- 
ginning of the year, and to calculate 
the interest upon that separate from 
the calculation of the interest upon 
withdrawals made during the year. 
We thus find, that B’s Capital Ac- 
count was $8,900 at the beginning of 
the year; that C’s Capital Account 
was $16,000, and was increased May 


‘1st, by $10,000; and that D’s Capital 


Account was $24,715. The interest 
upon the Capital Account of each 
partner for the whole year, less the 
interest upon his withdrawals, gives 
the net amount to be credited to 
his Capital Account as Interest. 
The calculation of interest upon the 
withdrawals involves the ascertain- 
ing of the average time the amounts 
so withdrawn were in the hands of 
the partners. 

In the absence of more definite 
information in this problem we 
have used six months as the basis 
for this calculation. 


JOSEPH F. RYAN, Pace Institute 
of Accountancy, has taken up his 
residence in Waterbury, Conn., to 
accept a position as stenographer 
and bookkeeper with the Sperry 
Engineering Company. 


WALTER J. WEEDON, Detroit 
Technical Institute, has taken up 
his residence in New York City and 
has recently accepted the post of 
secretary to Lieut. Edgerton of the 
British Foreign Service. 


Delays need not necessarily be con- 
strued as defeats. 
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Union Trades Men, Charles R. 

Mann, in Columbia University 
Quarterly, December, 1916, criti- 
cizes the modern college courses in 
engineering. Engineering schools 
have been considered among the 
most practical, and the defects he 
points out are surprising to those 
unfamiliar with the situation. He 
says: “Under the old industrial sys- 
tem, workmen are paid according to 
the number of hours of work, and 
little attention is given to the 
amount accomplished per hour. Un- 
der this system the workman ac- 
complishes as little as he dares, and 
unions are formed to raise the time 
rate, and to standardize this mini- 
mum accomplishment. ... 

“The school system is analogous 
to this old industrial system, since 
it awards ‘credits’ in accordance 
with Commissioner Finley’s ‘table 
of academic weights and measures,’ 
namely: 


45 minutes make one hour; 
§ hours make 1 week; 
36 weeks make 1 unit; 
15 units make 1 matriculant; 
120 semester-hours make 1 de- 
gree. 


“The student who puts in the req- 
uisite time with an estimated effi- 
ciency of only 60 per cent. receives 
the same ‘credit’ as one who 
achieves an efficiency of 100 per 
cent. The result is similar to that 
in the industries: many students 
‘soldier,’ try to bluff their way 
through, and even unite to create 
the tradition that it is a disgrace to 
be rated much above the pass 
mark,” 

Pointing out the tendency of mod- 
ern business to pay workmen ac- 
cording to accomplishment, it is 
suggested that college courses 
should grade students according to 
achievement. Intenser application 
to studies would be encouraged, and 
the temptation to do only just what 
is needed to pull through would 
probably be eliminated in college 
life. 

Criticism is also made of the man- 
ner in which the subjects are pre- 
sented. “The work is not too hard, 
but it is presented in so abstract a 
manner that it has little or no mean- 
ing to the students. The 
work must be made more concrete.” 

The awakening of colleges to 
business-like methods in education 
has been a development within re- 
cent years. Perhaps the day will 
come when the college graduate 
will be equipped to enter his busi- 
ness career upon a higher level than 
is now the rule. 


Cy OMPARING College Men with 
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nheri- 
tance 
Tax 


OME of the aspects and possi- 
S ble solutions of the problems 

of an inheritance tax on non- 
resident estates have been exhaus- 
tively treated by Joseph F. McCloy, 
of the New York Bar, a recognized 
expert on transfer tax and kindred 
subjects. Our readers will find this 
article in Trust Companies Maga- 
zine, New York City, May, 1916, 
issue. It is well worth reading. 


Double taxation, the author con- 
siders economically unsound and un- 
safe as a matter of policy. No 
doubt this is so where one state 
taxes the transfer of property of 
decedents upon the theory of domi- 
cile, while another state taxes upon 
the theory of situs. Steps toward 
a uniform legislation have already 
been taken in Connecticut, Massa- 
chusetts, Pennsylvania, and, to a 
limited degree, in New York. Until 
some definite plan of taxation has 
beén adopted by all of the states, 
the important question considered 
concerns what may be done to 
ameliorate or encourage the readier 
acceptance of some uniform plan of 
single taxation. 

One of the evils of double tax- 
ation, Mr. McCloy contends, is its 
unprofitableness, in that such a tax 
tends to drive capital and property 
from the state, while the statutes 
imposing such taxes fail to produce 
revenues commensurate with the 
cost of collection. If the non-resi- 
dent’s estate is considered as a tax- 
ation unit it will be represented, ac- 
eording to Mr. McCloy, only by 
that portion of the property situat- 
ed within the jurisdiction, while the 
whole estate of the resident will be 
the unit to bear the burden. 

As Mr. McCloy points out, sev- 
eral states have either enacted stat- 
utes for a “Ratio Provision” to ren- 
der estates of non-residents within 
their jurisdiction liable to some tax, 
even though it be a small one, re- 
gardless of the proportionate value 
of the distributive share of each 
beneficiary in the property in the 
state, or in the absence of specific 
statutory provisions, to administer 
their laws so as to produce such a 
result. 

The question of the advisability 
of co-operation upon the part of tax- 
payers is admirably handled by Mr. 
McCloy in the following para- 
graphs: 

“That so many states resort to 
these and other devices for swelling 
the revenues from non-resident es- 
tates, argues for their necessity to 
justify the expenses incident to col- 
lection, for, without such factitious 
aids, the unprofitableness of such 
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statutes would soon become appar- 
ent. The persistence of such prac- 
tices without challenge can be ac- 
counted for only by the fact that 
what is everybody’s business is no- 
body’s business. No one estate is 
inclined to hold the bag, as the say- 
ing goes, for all the other estates 
that would reap the benefit of a 
successful contest of these preten- 
sions so evidently contrary to ele- 
mentary legal principles. 

“Nor is it likely that the amount 
of tax involved in any single estate 
would be sufficient to warrant re- 
sistance, although the aggregate of 
taxes so collected under the guise 
of statute amounts to vast sums an- 
nually. 

“Tf concerted action on the part 
of a sufficient number of those 
states affected could be undertaken 
successfully, the states now en- 
riched through invalid statutes and 
pernicious methods of procedure 
would be confined to the proper 
sphere within which payment of 
such taxes may be enforced, and it 
is submitted that the realization that 
multiform statutes, so relegated, 
are not effective revenue producers, 
operating upon the estates of non- 
residents, would soon prove a pre- 
potent incentive to the adoption of 
the desired uniform legislation.” 

In the September, 1916, issue of 
Trust Companies Magazine, New 
York City, Mr. McCloy discusses 
the double and multiple inheritance 
tax, and gives his opinion that the 
new federal law should hasten uni- 
formity of state laws. Both articles 
referred to above are logically 
worked out and contain much food 
for thought.—P. G. Burroughs. 


RANK A. VANDERLIP, pres- 

ident of the National City Bank 

of New York, in the course of 
an address, entitled “A Country 
with an Opportunity,” delivered be- 
fore The Bankers’ Club of Chicago 
last December, made some striking 
observations upon various phases of 
our national life. 

It is Mr. Vanderlip’s opinion that, 
while, on the whole, we are “a 
sounder nation, a better governed 
country, a more efficient people 
than we were twenty years ago, 
there has undoubtedly been a loss 
in individual independence.” A part 
of this condition has come, accord- 
ing to Mr. Vanderlip, “from a weak 


‘leaning upon legislative action in- 


stead of a sturdy dependence upon 
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individual strength; but part of it, 
too, has come from a clearer under- 
standing of the unity of society and 
the necessity, if our social life is to 
develop harmoniously, that to some 
extent we must give up our personal 
inclinations and independence to the 
welfare of the whole.” 


Mr. Vanderlip also makes the 

point that, in his opinion, “the 
whole theory of the taxation of 
incomes is wrong; but in saying 
that,” continues the banker, “I do 
not mean that I would deny that the 
weight of taxation should fall in an 
increasing ratio on great wealth. 
Instead of taxing incomes, I believe 
we should tax expenditures. 
The man, who, by judgment, tart 
and economy, by moderate living 
and modest expenditure, accumu- 
lates an income which he promptly 
returns to reproductive work is ren- 
dering the highest type of service; 
while profligate expenditure, who- 
ever is responsible for it, robs all 
men and leaves the nation poorer by 
its double reaction.” 


' Mr. Vanderlip believes emphati- 
cally that the ideal banker of the 
future in America must be a many- 
sided man with a broad grasp of the 
principles and the problems, not 
only of national banking but of in- 
ternational banking and economic 
relations. Such a banker, according 
to Mr. Vanderlip, besides being a 
linguist, will have “the equipment 
and the experience which will lead 
him to think clearly and on the 
broadest lines in regard to the rela- 
tion of his business, financially, eco- 
nomically, and socially, to his com- 
munity and to his country.” 

Perhaps the most significant point 
that Mr. Vanderlip laid stress on in 
his address is that “there is a sci- 
ence of political economy. Some of 
its principles,” he says, “are as 
definite as laws of mathematics. 
It makes understandable principles 
and laws that can no more be broken 
with impunity by a nation than 
moral laws can be carelessly re- 
garded by an individual. I believe 
sound thinking in regard to the 
principles of political economy to 
be one of the greatest needs of this 
nation... .. At the present time 
we are a nation of economic illit- 
erates.” 

Mr. Vanderlip’s entire address re- 
flects the vision, the broad view- 
point, and the patriotic spirit which 
characterizes the man of lofty think- 
ing. Copies of this address, which 
has been printed, will be mailed to 
those desiring it. Address The Na- 
tional City Bank, 55 Wall Street, 
New York. 


A 
Country 
with an 
Oppor- 
tunity 


Topic 
Sentences 


HE effective writer 
' must be a master, 
not only of sen- 
tence structure 
and word usage, 
but also of para- 

graph structure. 
A paragraph is 

a group of sen- 

tences which de- 
velop a main thought. No hard and 
fast rule can be laid down as to 
the length of a paragraph, or as to 
the number of sentences it should 
contain. The number of sentences 
may vary from one or two to twelve 
or fifteen. Five or six sentences are 
generally considered a safe aver- 
age, since one should avoid, on the 
one hand, paragraphs that are so 
short as to be incomplete, and, on 
the other hand, paragraphs that are 
so long as to make it difficult for 
the reader to bear the central 
thought in mind till the end. The 
tendency in modern writing is to- 
ward short paragraphs. 

The central thought of any para- 
graph, and especially of a long para- 
graph, is made easy to grasp if the 
first sentence is what is called a 
topic sentence. By a topic sentence 
is meant a sentence which sets forth 
in general language the central 
thought of the paragraph, this cen- 
tral thought being developed in de- 
tail in the remaining sentences of 
the paragraph. The topic sentence 
should almost always be short. The 
topic sentences in the following 
paragraphs are italicized: 


“We have various ways of obtain- 
ing information concerning the ma- 
kers of bills receivable. Sometimes 
we write to the sending bank and 
ask for its opinion of the responsi- 
bility of the makers, and sometimes 
we have Dun or Bradstreet get us 
an agency report. We generally 
pursue the latter course when the 
maker is a large merchant, a part- 
nership, a corporation, or another 
bank. Once in a while when we re- 
ceive collateral notes which, in our 
opinion, are somewhat questionable, 
we write to a friendly correspon- 
dent in the locality of the makers. 
In this way we usually secure the 
facts that we need to have.” 


“The business man of to-day must 
know economics. Knowledge of 
economic principles governing the 
production, distribution, and con- 
sumption of wealth largely deter- 
mines the profitable management of 
every kind of business enterprise. 
The man who has mastered the prin- 
ciples of economics and can apply 
them to business problems is guided 
in knowing when, where, and how 
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much to buy, to manufacture, or to 
sell. He knows when to curtail ex- 
penses; when to promote, expand, 
and borrow; and how to fix wage 
scales, regulate overhead charges, 
and predetermine profit results. 
The ability to apply economic prin- 
ciples contributes heavily to the 
eventual realization of business suc- 
cess.” 


“The field of vocational service is 
wide in scope. The complex mod- 
ern business organization, with its 
extreme division of work and spe- 
cialization of effort, is constantly 
seeking the services of men and 
women who are competent to 
choose its recruits and to adjust the 
human material to the tasks in hand. 
The position of welfare executive, 
under which the problems of voca- 
tional selection and education are 
grouped, is being established in vir- 
tually all the progressive business 
organizations of the country. The 
demand is insistent for men and 
women who can enter upon the 
duties of these positions with some- 
thing more in the way of scientific 
training than the ordinary experi- 
ence of the teacher or the socio- 
logical worker.” 


“Most mail-order houses in their 
letters adopt a policy of as intimate 
relations between the firm and the 
prospective customer as possible. 
Some mail-order houses have letters 


' written in the name of the firm, but 


signed by the writer as department 
manager, or sales manager, or by 
some other officer. Other mail-order 
houses omit the firm name entirely, 
in order to get away from the ‘soul- 
less corporation’ idea; and letters 
to a customer are always signed by 
the same individual in order to se- 
cure a personal relationship that is 
considered a most valuable asset. 
The personal note is expected to 
permeate the entire letter. ‘Address 
your reply to me personally’ is the 
spirit of these firms—a policy that 
has been adopted after tests have 
demonstrated that it is the one ap- 
peal most effective with the aver- 
age mail-order customer.” 

It will be observed from a study 
of the foregoing paragraphs that 
each topic sentence contains the 
central thought of the paragraph as 
a whole, and that it is easy, as a 
consequence, for the reader to fol- 
low the expansion of the thought. 
Topic sentences are of great value 
in all kinds of writing, and their use 
is unreservedly advised. 


Wasting time is worse than wasting 
money. The latter you may recover 
sometimes, the former never. 


EPSDW 


This sounds like a code. 


It is a code, meaning that our 


experience, personal service, and distinctive work 


will appeal to you. 


Accounting Systems 


Printing 


Binders 


Lithographing 


Our knowledge of accounting in all of its branches, our 
long experience in manufacturing and selling this class 
of merchandise, enables us to give accountants excep- 
tional assistance in the preparation of copy and instal- 


lation of systems. 


Our men are trained for particular work. 
It is yours for the asking. 


EDWARD KIMPTON COMPANY 


c/MANUFACTURERS 


60 john Street 
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showing earnings from the begin- 
ning of the fiscal year to date in 
comparison with the previous year. 
The division traffic agent is also 
supplied with information which 
enables him to exert an effective 
managerial pressure on all the 
agents in his division. 


The same principle of using sales 
statistics is applied, of course, in 
all lines of business. The facts, 
when properly collected, are of 
great use in stimulating the im- 
portant business element of sales. 


Finally, we may sum the matter 
up by stating that selling is a vital 
and essential function in all busi- 
mess enterprises; that the selling 
record is an incident to a record 
of merchandise values which may 
be more or less complete; that it is 
closely associated with the record- 
ing of cash and accounts receiv- 
able that arise from sales; and that 
the full recording of sales provides 
statistics that may be used effec- 
tively for the promotion of the 
profit object of the business. 

' tion is coming to be unre- 

servedly admitted by educators 
in general. The Bulletin of the De- 
partment of University Extension of 
the Board of Education of Massa- 
chusetts has just found its way to 
the reviewer’s desk. There are six 
bureaus that comprise the Depart- 


ment of University Extension, the 
most important bureau, as stated by 


HE value of extension instruc- 


the Bulletin itself, being the Bu-- 


reau of Correspondence Instruction; 
for, says the Bulletin, “It has been 
fully demonstrated that instruction 
by correspondence, when properly 
organized, can be made of great 
value to students who cannot attend 
classes under personal direction.” 


The courses offered include: Eng- 
lish, Spanish, French, history and 
government, economics, sociology, 
money and banking, psychology, 
arithmetic, elementary and advanced 
algebra, plane and solid geometry, 
trigonometry, calculus, bookkeep- 
ing, stenography, typewriting, ad- 
vertising, accounting, business law, 
mechanical drawing, architectural 
and free-hand drawing, steam engi- 
neering, heating and ventilating, 
electricity, structural and hydraulic 
engineering, civil service, and agri- 
culture. 

Although the courses mentioned 
above have been made available in 
Massachusetts for less than two 
years, a surprising number of stu- 
dents who are unable to attend 
either day or evening schools have 
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been enrolled. In putting its seal 
of approval upon extension study, 
when properly taught through the 


mails, the Bay State has performed 
a notable educational service. 


ABRAHAM BAUM, Pace Institute 
of Accountancy, has recently ac- 
cepted an appointment on the staff 
of Touche, Niven & Company. 


H. G. AMBROSE, C.P.A., former 
manager of the St. Louis office of 
Westerman, Trader & Company, an- 
nounces the opening of his office in 
the Chemical Building, St. Louis, 
for the public practice of Accoun- 
tancy. 


HUGH D. O’ROURKE, Pace Insti- 
tute of Accountancy, formerly em- 
ployed by the New York Central 
Railroad, has been engaged as 
bookkeeper by Marden, Orth & Has- 
tings. 


AUSTIN O. UHL, Springfield In- 
stitute of Accountancy and Busi- 
ness Administration, has taken up 
his residence in New York City and 
has engaged in the practice of pub- 
lic accounting on the staff of Pat- 
terson, Ridgway & Fernsler. 


EDWARD M. MILLER, Accoun- 
tancy Institute of Brooklyn, who 
was formerly employed by the firm 
of Comstock & Washburn, has ac- 
cepted a position as bookkeeper for 
the By-Products Chemical Com- 


pany. 


CHRISTIAN H. BITTNER, Pace 
Institute of Accountancy, has ac- 
cepted the post of office manager 
for the Wales Advertising Com- 
pany. Mr. Bittner was formerly 
in the employ of the Warner Sugar 
Refining Company. 


EDGAR H. BOWERS, Pace Insti- 
tute of Accountancy, Extension Di- 
vision, has resigned his post as 
bookkeeper and credit manager for 
Messrs. Stevenson & Marster to ac- 
cept a similar position with William 
Wise & Son, Brooklyn, N. Y. 


JOHN B. MILLER, New York In- 
stitute of Accountancy, has resigned 
his position as clerk with the New 
York, New Haven & Hartford Rail- 
road and has entered the employ of 
the Co-operative Realty Company 
as bookkeeper. 
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GEORGE LUZ, Accountancy In- Por. 


stitute of Brooklyn, has recently ac- 
cepted a post as auditor on the staff 
of Eckes, Fitz-Gerald & Dean. 


JOSEPH R. BRITTAIN, Detroit 
Technical Institute, has taken up 
his residence in New York City to 
enter the practice of public account- 
ing on the staff of Whittlesey, Myer 
& Wythes. 


EDWARD CUNNINGHAM, Pace 
Institute of Accountancy, who was 
formerly employed as bookkeeper 
for the Metropolitan Tobacco Com- 
pany, has severed his connection to 
accept the position of general book- 
keeper for the Rainier Motor Cor- 
poration. 


JOHN D. OSTERBERG, New York 
Institute of Accountancy, has sev- 
ered his connection with the Mason 
Seaman Transportation Company. 
He is now engaged as bookkeeper 
for Squadron A, Cavalry, N.G.N.Y. 


GEORGE N. KAPFER, Pace In- 
stitute of Accountancy, has resigned 
his position as instructor, Depart- 
ment of Education, Jersey City, to 
accept a position in the accounting 
department of McKinnon & Rob- 
bins. 


JOHN NOVAK, New York Insti- 
tute of Accountancy, has entered 
the practice of public accounting on 
the staff of Touche, Niven & Com- 
pany. Mr. Novak was formerly en- 
gaged as bookkeeper and office man- 
ager for the Pickman Company. 


FRANK S. BARTLETT, Accoun- 
tancy Institute of Brooklyn, has 
entered the practice of public ac- 
counting on the staff of Messrs. 
Lybrand, Ross Brothers & Mont- 
gomery. Mr. Bartlett was formerly 
in the employ of the Guaranty Trust 
Company. 


CHARLES L. BEEMER, Pace In- 
stitute of Accountancy, has severed 
his connection with the Midland 
Linseed Products Company to enter 
the practice of Accountancy on the 
staff of Marwick, Mitchell, Peat & 
Company, New York. 


EMIL LINDER, JR., Pace Insti- 
tute of Accountancy, Extension Di- 
vision, has resigned his position as 
bookkeeper and cashier with the 
Geo. F. Staff Company, Rochester, 
N. Y., to accept the post of junior 
cost accountant on the staff of Nau, 
Rusk & Swearingen, Cleveland, O. 


Public © 


Speak- 
ing 


OU made a fine speech. I 
didn’t know you could get up 
on your feet and pull any 
stuff like that. You carried your 
point, too, didn’t you?” Tom and 
Walter were on their way home 
after the monthly meeting of the 
Young Men’s Lyceum which they 
had recently helped to organize; and 
Tom could not refrain from voicing 
his admiration of Walter’s ability 
to express himself before others. 

“I’m glad you thought I talked 
well,” replied Walter, “though I 
have some doubts about it myself. 
I believe, though, that when a fel- 
low has something to say, he should 
get up and say it as earnestly and as 
briefly as he can.” 


“Your theory is all right,” re- 
joined Tom, somewhat ironically, 
“but like a whole lot of theories it 
doesn’t always work out well. Take 
a chap like me, for example. If I 
tried to make a speech, my knees 
would knock together, my tongue 
would get dry, and every idea I 
ever had would leave me. None of 
this public speaking business for 
yours truly.” 

“You haven’t got the right view- 
point of the thing,’ commented 
Walter. “Of course, some fellows 
take to public speaking more natur- 
ally than others do, but I am cer- 
tain that every man can learn how 
to express himself creditably on his 
feet. All he has to do is put him- 
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self through a little preliminary 
training of the right kind.” 

“What do you mean by training 
of the right kind?” queried Tom. 
“Do you think I could learn to 
speak in public?” 

“I most positively do think so,” 
replied Walter. “I know you could 
learn how. Four months ago I felt 
just as you do now. Then I joined 


a Current Events Club, which had 


weekly meetings, and in no time I 
found that I could say what I had 
to say without stage fright. It’s 
simply a matter of practice. When 
you once acquire self-confidence, 
you’ve won four-fifths of the battle, 
because we all have subjects to talk 
about, whether we think we have 
or not.” 

“If I wanted to learn how to talk 
to others, you’d advise me to get up 
and do it, would you?” asked Tom, 
still skeptical. 

“Exactly,” replied Walter. “In 
this Lyceum that we’ve just formed, 
you are going to have any number 
of opportunities to talk in public. 
Just say to yourself ‘I can talk,’ and 
you will be surprised at what you 
can do. After you have got to the 
point where you can say ‘Mr. Chair- 
man’ without fear and trembling, 


you will find your personality de- 
veloping, and personality is one of 
the biggest assets for a young man 
who wants to get ahead in business.” 

Walter never spoke a truer word. 
The man who can stand before his 
fellows and present his opinions 
logically and forcefully has a great 
advantage over the man who never 
rises from his chair. The develop- 
ment of speaking ability and of per- 
sonality go hand in hand, and the 
far-seeing man is he who takes ad- 
vantage of every possible oppor- 
tunity to perfect himself in the art 
of self-expression. 


ARTHUR WOLFF & COMPANY, 
Certified Public Accountants, an- 
nounce the establishment of a West- 
ern branch with offices at 605-06 
Fay Building, Los Angeles, Cal. 


CARTER H. ROBINSON, former 
Assistant Educational Director of 
the Detroit Y.M.C.A., has been ap- 
pointed Educational Director of the 
Y.M.C.A. at Youngstown, Ohio. 


‘HIS issue ends for the present 

the “Tom and Walter” series, 
which has been the source of so 
much favorable and _ interesting 
comment. In the next issue will 
begin a new series of side lights on 
the human side of Business—a 
series of Business Fables, which, 
we hope, will make you smile and 
think at the same time. 


Judging trom the Past 


Every year the demand for copies of The Annual Review of The Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted. 


The Annual Review of The Annalist contains the most complete 
and exhaustive summaries of business and industrial development 
to be found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial 
development of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annalist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps. 


The Annalist 


The Journal of Finance, Commerce, and Economics 


NEW YORK 


“i HE heavy-jowled president of a 
| large railroad often sits near my 
table in a certain down-town 
luncheon club. Usually he has 
two or three guests with him— 
almost always different men. 
Sometimes he listens attentively 
to what his companions say. 
Then he asks a question or two, raises an objec- 
tion, discusses it, and proceeds to listen again. 
When his guests are doing most of the talking, 
I know that they are trying to get him to do 
something for them. 

At other times I have seen 
him talk steadily and unin- 
terruptedly for many min- 
utes. Often he leans for- 
ward and brings his fist 
vigorously down on the table 
to emphasize some point 
that he considers. especially 
important. He is likely to 
pull some formidable-look- 
ing document out of his 
pocket and spread it over 
the table-cloth, and to refer 
to certain totals and state- 
ments as he goes along. 
When he takes the conver- 
sational leadership in this 
way, I know that he is 
trying to get others to do 
something for him. 

The luncheon over, he and his guests usually 
make for the smoking-room to settle, in one 
way or another, what has already been pretty 
well threshed out. It is now a question of get- 
ting down to brass tacks as to what is to be 
done. Steaming coffee and fragrant havanas 
make their contribution to the sociability of the 
surroundings; and so, beginning in sociability, 
accelerated by sociability, and ending in socia- 
bility, the luncheon conference becomes the 
means whereby a business transaction of im- 
portance is brought to a definite and successful 
close. 

Business is a social game. 
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chance of success, you must be genuinely gre- 
garious in your instincts and impulses—you 
must be sociable. You must like other folks— 
like to talk to them, to listen to them, to 
break bread with them. 
liness felt, expressed, and realized. It pays divi- 
dends in dollars and cents. 

The advertising manager of a large manufac- 
turing plant, whom I went to see last week, 
comes to my mind. I had never met him be- 
fore. He was very busy, as any one could see 
with half an eye. Yet when I entered his office, 
he got up, shook hands 
with me, and smilingly of- 
fered me a chair, waiting 
until I had seated myself 
before sitting down himself. 
After I had stated my busi- 
ness, he gave me his deci- 
sion, accompanied me _ to 
the door, and held it open 
for me. That advertising 
man’s sociability has made 
a friend of me for all time; 
not only a friend for him- 
self, but a friend for his or- 
ganization. Assuming that 
in the course of a year he 
is treating hundreds of 
other men in the same so- 
ciable way as he treated me, 
it is very easy to pick out 
one reason why he earns the 
$15,000 salary which he is reputed to receive. 

A certain New York bank, by gaining the repu- 
tation for sociability, has incredibly increased the 
volume of its business. The president, who by 
the way neither smokes nor drinks, has gained 
the reputation of being genuinely sociable. 
He likes people, and he shows that he likes 
them by the interest that he actively takes, both 
publicly and privately, in all matters that have a 
Under his influence, the 


lic like to deal with it, and do deal with it, be- 
cause its reputation of being a sociable sort of 
place—something besides a building in which to 
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Sociability is friend- 7°SS 


by 
Horatio 
N. Drury 


Sociabil- 


ity in gone widely abroad. 


Business 
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deposit money or cash checks—has 


Sociability—friendliness without 
condescension—on the part of em- 
ployer toward employee has a deep organization 
significance, for it develops that greatest of all 
desiderata in efficient management, a loyal esprit 
de corps. 

Take the case of Hugo, for example. Hugo is 
an elevator starter in a near-by big building, 
owned and occupied by a corporation that has 
branches in all the leading cities of the country. 
Not long ago that corporation elected a new 


president. I asked Hugo, whom I know, what 
he thought of his new employer. ‘He’s the 
goods, all right,” said Hugo, emphatically. 


“Every day he says good-morning and good- 
night to me, and he calls me by name, too. Noth- 
ing stuck up about Mr. Blank; he’s human. I’m 
proud to be working here.” And as Hugo talked 
to me he kept showing his pride in his job, in 
the precision and snap with which he kept the 
elevators running up and down at proper inter- 
vals. Hugo’s spirit, I have learned since, is 
gradually seeping through that entire organiza- 
tion, largely because the president is “the goods.” 

Make time for sociability, though it is more a 
question of mental attitude than of minutes and 
hours. Make time for the outward expressions 
of sociability —for the spontaneous smile, the 
vocal tone vibrant with good-will, the hearty 
hand-clasp, the evidence of interest in the other 
fellow and his problems. Sociability pays—it is 
large-visioned business. 


6 RIGHT young men often use their bright- 
ness in unfortunate ways,” said Mr. 
Blank. It happens that Mr. Blank is a senior 
partner of one of the best-known Accountancy 
firms. He is a gentleman well up in years, with 
long experience in handling men and affairs. In 
particular, Mr. Blank has always taken a keen 
interest in young men preparing for Accoun- 
tancy careers, and has been in the habit of giving 
them help and advice in generous measure. 
Mr. Blank settled back in his chair, and con- 
tinued: “Here is a letter from a bright young 
man who applies for a position with my firm as 
junior accountant. I say he is a bright young 
man because the letter is grammatically correct, 
properly paragraphed, and written on the type- 
writer without mechanical fault. Aside from 
these points, however, the letter is all wrong— 
the brightness falls short of good judgment and 
a sense of the fitness of things. 
“The letter begins with a heading just above 
the first paragraph printed in capitals and under- 
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scored—‘I may be the man you 
are in search of.’ 

He asks me if I want a ‘clock- 
watcher,’ or ‘a man whose object is 
primarily to serve.’ After listing nine subjects 
of study which the young man thinks qualifies 
him for work on my staff, he assures me that he 
represents ‘the best possible investment’ for me. 
He says, ‘I was an unusually good student both 
in school and in business, and am possessed of 
the very highest conception of loyalty and ser- 
vice.” In conclusion, he asks for an interview, the 
results of which he believes will be mutually 
satisfactory. 

“Flippant, smart-Alec letters of application, of 
which this is a type, come to me every week, al- 
most every day. They also come to my fellow- 
practitioners, because the applicant usually writes 
a letter of application to each Accountancy firm 
in practice. Letters of this type, presumably 
worked out with considerable labor, really stand 
in the way of the applicant instead of helping 
him. 

“My long experience with young men has 
made me charitable. Most men would judge this 
letter on exactly what it states. Back of it, how- 
ever, I can see a young man, inexperienced, 
without professional ideals, and anxious to se- 
cure an opportunity for experience. In his letter 
of application he has aped a commercial letter of 
a rather low style, and in rather an ill-mannerly 
and clumsy way he has attempted to play upon 
my supposed dislike for ‘clock-watchers.’ He con- 
veys the impression of freshness, cock-sureness, 
and flippancy. Between the lines, however, I see 
what many men might not see —evidence of 
brightness, training, and even of real ability. 

“Tell the young men with whom you come in 
contact that expect to enter upon professional 
careers, whether in Accountancy, in Law, in En- 
gineering, or in Medicine, to develop a dignified, 
professional bearing. Advise them to write, to 
talk, and to act in a dignified, straightforward 
manner. Particularly in letters of application, 
when an erroneous impression is not corrected by 
personal contact, advise them to avoid the flip- 
pant, catch-penny style of the professional letter- 
writer. Advise them merely to ask for an inter- 
view, with a brief statement of their academic 
and professional school training, and a statement 
of their experience. Tell them that the object of 
such a letter is to secure an interview, not to list 
in detail all of the accomplishments and virtues 
they possess.” 

Will you grant the young man a personal in- 
terview? I inquired. Despite the generalizations 
of my friend, my interest had been aroused in the 
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66 KNOW of no better execu- 

tive than Leon O. Fisher. 

As an organizer he has no 
superiors and few equals, and his 
executive control of details is mar- 
velous. He is one of the few men 
I know who are really masters of 
system.” 

This was the whole-hearted tribute 
paid to Leon O. Fisher, C.P.A., 
Third Vice-president of the Equita- 
ble Life Assurance Society of New 
York, by a man, himself an organ- 
izer and executive of rare ability, 
who has known Mr. Fisher inti- 
mately for several years. 


One reason why Mr. Fisher 
stands at the top as an executive 
is his humanitarianism—his interest 
in the interests of others. He pos- 
sesses, to an unusual degree, the 
faculty of welding his subordinates 
into a productive entity, largely be- 
cause he knows how to rouse and 
develop that spirit of personal loy- 
alty which finds concrete expression 
in genuine team-work. This is one 
of the main reasons why five years 
ago, at the early age of forty-one, 
Mr. Fisher was elected to his pres- 
ent high executive position in the 
insurance world. 

Mr. Fisher has been, in a strictly 
literal sense, the architect of his 
own fortune. His early advantages 
were few. What he has achieved is 
the direct result of an inordinate 
capacity for hard work, and of an 
unflinching determination to make 
himself worthy of success. Such 
men, America never keeps down; 
she may frown upon them at first, 
in order to test out their mettle, but 
eventually she sees to it that they 
receive their proper dues in posi- 
tions of wide usefulness. 

Mr. Fisher is New England born 
and bred—a native of Manchester, 
New Hampshire. After a _ high- 
school education, he entered the 
employ of the Fitchburg Railroad 
in Boston. Then he came to New 
York and secured a position in the 
Freight Claim Department of the 
New York Central, where he re- 
mained for a year and a half. 

Possessing a natural aptitude for 
figures, Mr. Fisher withdrew from 
railroading and joined the staff of 
the Accountancy firm of William 
Trenholm, Teele & Dennis. It took 
him only a short time to master the 
details of his new work, and his 
practical ideas on Accounting, in 
general, soon won rapid promotion 
for him. After securing the degree 
of C.P.A., in 1899, he affiliated him- 
self with the Accountancy firm of 
Haskins & Sells, of which within 
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three years he became a valued 
partner. 

Mr. Fisher was the representative 
of Haskins & Sells in the long in- 
vestigation of the insurance com- 
pany with which he is now con- 
nected; and his ability and aggres- 
siveness soon attracted the attention 
and won the high regard of Paul 
Morton, then President of the 
Equitable. As a result of this asso- 
ciation, Mr. Fisher was added to the 
executive force of the Equitable as 


Leon O. Fisher, C.P.A. 


Vice-president of the Equitable Life 
Assurance Society of New York 


General Auditor, in 1906, and six 
years later was appointed Third 
Vice-president. 

As Third Vice-president, Mr. 
Fisher is the chief accounting officer 
of the Society, except as to the 
actuarial accounting. He audits all 
receipts and disbursements, pre- 
pares all statements of the Society’s 
accounts required by law, and veri- 
fies all the Society’s financial re- 
ports. He is charged, jointly with 
the Treasurer, with the custody and 
safe keeping of the assets of the 
Society under rules prescribed by 
the Board of Directors. He is the 
executive head of the Home Office, 
and he has general supervision over 
its clerical force, and over the cash- 
iers and other employees of the So- 
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ciety at branch offices and agencies. 
He also supervises the purchase of 
all equipment and supplies. 

Mr. Fisher’s work with the Equi- 
table has been most important. 
His broad vision, his far-sighted- 
ness, his power of analysis, and his 
unusual organizing ability, have 
proved of great assistance to the 
Equitable during the crises through 
which the Company has passed dur- 
ing the past ten years. The present 
sound condition of the Company is 
a testimonial to the wisdom of its 
present management, in which Mr. 
Fisher has played and still plays a 
conspicuous part. 

Among the many matters in which 
Mr. Fisher takes an unflagging in- 
terest is education—especially the 
education of men and women in 
Business. On many occasions, both 
publicly and privately, he has ex- 
pressed the firm conviction that the 
present organization of industry 
makes it imperative for the ambi- 
tious man or woman to think seri- 
ously of self-development as the 
means of advancement. At the 
present time, Mr. Fisher is giving 
much thought and time to the work- 
ing out of an educational program 
for the benefit of the employees of 
his Company. 

Mr. Fisher, by virtue of his long 
connection with professional prac- 
tice of Accountancy, still retains his 
interest in that profession, and, like 
all other forward-looking business 
men of the present day, he believes 
that its future offers great opportu- 
nities for the young man of the 
right temperament and training. 

Social and professional distinc- 
tions have deservedly come to Mr. 
Fisher. He has held the office of 
Vice-president of the New York 
State Society of Certified Public 
Accountants, and for many years 
was a member of the New York 
State Board of C.P.A. Examiners. 
He has also been a member of the 
Advisory Committee of the Bureau 
of Municipal Research. He is Pres- 
ident of the Dunwoodie Country 
Club, and a member of the Bankers’ 
Club, the Real Estate Board of New 
York, the American Academy of Po- 
litical and Social Science, the New 
York Athletic Club, and the Ac- 
countants’ Round Table. 

The value of a thorough training 
in Accountancy for one who aspires 
to a high position in private busi- 
ness is well exemplified in Mr. 
Fisher’s case. ‘The man trained in 
the science of the executive side of 
Business is in constant demand, and 
Mr. Fisher is a notable example in 
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“*F.O.B.’? 
Ship- 
ments 


ALES contracts in- 
volving transporta- 
tion of the goods 
invariably contain 
the initials “F.O.B.” The mean- 
ing of these letters is set forth 
in a dissenting opinion in Lum- 
ber Company vs. Burlington, 54 

Neb. 321, as follows: 

“The initial letters F.O.B. in contracts of sale 
when the property is transported mean ‘free on 
board the cars’ at a designated place, whether 
that be the initial point of shipment or the place 
of final destination. They imply that the buyer 
shall be free from all expenses and risks attend- 
ing the delivery of the property at the point 
named in the contract for such purpose.” 

The legal effect of the initials may be consid- 
ered from the view-point of expenses, risks, and 
payments. 


The clause “F.O.B. point of shipment” throws 
upon the vendor the burden of all costs at that 
point, such as cartage, port and harbor charges, 
canal dues, and wharfage. If the shipment is 
F.0.B. to a specified point of destination, the 
shipper must bear, in addition to these expenses, 
all other costs necessary to deliver the goods at 
that place. 


Shipments F.O.B. point of shipment give to 
the vendee the right to specify transportation 
facilities, and, in some cases, this is held to be 
his duty. Unless there has been a course of 
dealing between the parties, it would seem the 
safer policy in ordering goods shipped F.O.B. 
point of shipment to indicate how they are to 
be shipped. 


Generally speaking, transportation risk beyond 
the point of initial shipment falls upon the ven- 
dee, if the contract is F.O.B. point of shipment; 
upon the vendor, if F.O.B. point of destination. 

The rights of the parties, should the goods be 
lost or damaged, in a contract F.O.B. an inter- 
mediate point would depend upon the place 
where the goods were lost or damaged. 


Although the rule is as just stated, there is an 
increasing tendency to place the burden of tran- 
sit damage upon the vendee. The older cases 
hold that risk of loss accompanied title, so that 
the party holding title at the time of loss was 
the party upon whom the burden of loss rested. 
Nevertheless, Williston in his work on Sales 
shows that the title and risk may be separated. 
For example, under the new Sales Act, if title 
be retained by the shipper solely for the purpose 
of securing payment for the goods, then the risk 
of loss is upon the buyer. 
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Two classes of sales contracts in- 
volving retention of title for this 
purpose are: conditional sales, and 
sales wherein a bill of lading is ne- 
gotiated. A conditional sale is one in which the 
vendor retains title to the goods until some con- 
dition is performed by the vendee, usually the 
payment for the goods. Loss of value through 
wear and tear is borne by the vendee, in that it 
is the intention that the full purchase price be 
paid regardless of the fact that at the time of 
subsequent payment the goods may have de- 
creased in value. Upon this reasoning, courts im- 
ply a broader intent that all risk of loss should 
be borne by the vendee. 


Should the shipper have the bill of lading made 
out in the name of the consignee, this would con- 
stitute a fact indicating that the consignee was 
to bear the loss. If the bill of lading be made 
out in the name of the shipper, the question then 
arises, Why has the shipper retained title? If 
the retention of title may be ascribed solely to 
the purpose of securing payment of the purchase 
price, the burden of loss would be not upon the 
shipper, but upon the vendee. And this burden 
would rest upon the vendee in Spite of the fact 
that the title remained in the vendor. 


This tendency of courts to place the burden 
upon the vendee accords with the principles of 
justice. Regardless of any question of title, 
shipments are made involving risks to the goods 
at the instance of the person requesting ship- 
ment. In other words, the shipper surrenders 
control over the goods by reason of the agree- 
ment of the buyer to purchase them. 

There are many cases holding that in C.O.D. 
contracts the loss falls upon the vendee, even 
though title does not pass until payment is made. 

It is impossible to state how the new Sales Act 
will be construed upon the question of separating 
risk from title, by reason of the fact that there 
are but few decisions to date. For this reason, 
parties entering into sales contracts should spec- 
ify upon whom loss of transit damage shall fall. 

Few cases have been decided respecting the 
effect of the F.O.B. clause upon payment. But 
these cases indicate that payment is due in 
F.0.B. contracts point of shipment upon the 
placing of the goods in the car, vessel, or other 
means of transportation. 

From the above it is evident that contracts of 
sale should include clauses specifying terms of 
payment, the party upon whom loss in transit 
shall fall, and, in the event of an F.O.B. contract 
point of shipment, the means whereby transpor- 
tation is to be effected to the buyer. 
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Sonsider- 
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and 
Bond 
Issues 


Tax-. 


-Exempt- 
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ORPORATE stocks and bonds 

cannot be issued, under many 
state statutes, except for cash, labor 
done, or property received. A deli- 
cate question arising in connection with this 
provision is whether an antecedent debt consti- 
tutes property which may be legal consideration 
for a bond or a stock upon its issue. By an ante- 
cedent debt is meant one already in existence at 
the time the bonds or stocks were issued, and 
contracted prior to the time of issue. According 
to the weight of authority, such debts cannot be 
used as a basis for the issue of either of these 
forms of security (L.R.A. 1916 E, 570). 

Nor may bonds or stocks be issued as collat- 
eral security for a preexisting debt. In other 
words, an issue may secure only debts contracted 
at the time of issue, or to be contracted after 
issue. Furthermore, it was held in Merz vs. 
Interior C. I. Company, 34 N. Y. Supp., 430 
(Appeal dismissed, 151 N. Y., 638), that bonds 
could not be issued for the purpose of paying a 
scrip dividend. 

Bonds not issued for the consideration speci- 
fied in the statute would be void in the hands 
of the original holders. Nevertheless, a person, 
not an original holder, who paid value for the 
bonds before maturity, without notice of this 
defect, would have a valid claim against the cor- 
poration. 

If the stocks or bonds are issued not only to 
cover preexisting debt, but to cover money ad- 
vanced at the time of issue, or money to be sub- 
sequently advanced, then the courts hold the 
issue valid. Likewise, a bond might be con- 
verted into stock in accordance with a covenant 
providing for such conversion. 

It is difficult to derive rules of a definite na- 
ture on the basis of cases decided. Nevertheless, 
enough has been said to show that precaution 
should be exercised respecting a stock or bond 
issue based upon antecedent indebtedness. 


OVENANTS in instruments frequently 
provide that taxes respecting property shall 
be borne by one of the parties. For instance, in 
a certain lease it was provided that all taxes 
“upon or in respect to the rent” should be borne 
by the tenant. This lease was construed, in a 
recent Massachusetts case, to determine whether 
the clause included the Income Tax. The court 
decided that it did, and that the tenant was 
liable for the tax upon such taxable income as 
was derived by the landlord from the leased 
premises. 
A note in the Columbia Law Review, March, 
1917, criticizes this decision upon the grounds 
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that the tax is not upon the rent, 
but upon the income of the individ- 
ual. Collection at the source im- 
poses upon the tenant the burden of 
withholding the amount of the tax, should the 
annual rent exceed $3,000, and if the landlord is 
an individual. Should the landlord be a partner- 
ship or a corporation, this is not required. The 
distinction between an individual and a partner- 
ship or corporation indicates that the withhold- 
ing is purely a matter of collection, and not one 
of taxation upon the amount of the rent. In this 
respect, the criticism of the writer in the Colum- 
bia Law Review is justified. For, while rent 
constitutes a part of income, nevertheless, the tax 
is upon the income of the individual over and 
above a prescribed minimum. This minimum 
may be $3,000, if the landlord is not entitled to 
exemption, or it may be $4,000, if the landlord be 
married or the head of a family. Had the tax 
been upon rent, or upon a given source of in- 
come, the distinction as to exemptions would not 
have been made. Federal courts support this 
reasoning. 

It is possible, however, for a landlord to avoid 
liability for income taxation upon rent by in- 
serting in the lease a more comprehensive and 
inclusive clause. One suggested by the note is, 
“All payments are to be assumed and discharged 
by the lessee, just as if he were primarily liable 
for the same.” 

These principles apply to any instrument 
wherein a tax-exempting clause is inserted. 


RECENT Kansas case reiterates the well- 

settled principle of the Law that, in the 
absence of instructions by a debtor, a creditor 
may apply payments to any account he chooses. 
This right is of great importance in the event that 
part of the indebtedness is secured and the other 
part unsecured, in that the creditor would nat- 
urally credit payments to the unsecured debt. 
The Kansas case held that such a credit would 
be absolutely binding upon the debtor. Some 
cases cited have even gone so far as to hold that a 
creditor might apply the payment to a debt 
barred by the Statute of Limitations in preference 
to one not barred. 

Likewise, the debtor has the right to specify 
the account to which a payment is to be credited. 
In the event that the debtor has not indicated to 
which account a payment is to be credited, and 
the creditor has not selected an account, the 
courts will indicate to which account payments 
are to be credited. In doing so the courts apply 
payments to those debts the security for which is 
most precarious. 


Applica- 
tion 
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LEASE advise me fully regard- 
ing a business man’s sale of his 
business or any part thereof. For 
instance, if a creditor makes a ship- 
ment on a customer’s order, and before the ship- 
ment arrives at destination the customer sells 
his business or his stock of merchandise to an- 
other, does the creditor look to the old or the 
new owner for payment? Please advise which 
is liable, and if the law is the same in all states. 
This question involves what is known as “‘no- 
vation.” By novation is meant the substituting 
of one creditor by another creditor, or of one 
debtor by another debtor. It is, therefore, neces- 
sary to consider whether the customer selling his 
business does so under circumstances wherein 
the vendee of the business assumes the debts, or 
whether the vendee does not assume the debts. 
If the vendee does not assume the debts, in the 
absence of fraud, the creditor can look only to 
the customer for payment. However, in some 
states, there are what are known as “bulk sales 
acts.” Under these acts a person selling the bulk 
of his assets other than in the ordinary course of 
trade must notify his creditors; otherwise the 
transfer is deemed void. 


Each year for four years a reserve of ten per 
cent. has been set up for depreciation upon Ma- 
chinery and Equipment which cost $5,000. This 
reserve has been charged with repairs and re- 
placements to the amount of $300 the first year, 
$250 the second year, $325 the third year, and 
$200 the fourth year. How should these facts be 
shown upon the Balance Sheet at the close of 
the fourth year? 

It is customary upon Balance Sheets to show 
the amount of the Reserve as a deduction from 
the book value of the asset, forwarding into the 
Asset column the difference which represents the 
estimated value of the asset as shown upon the 
records of the company. 

According to your problem, a Reserve for De- 
preciation has been credited during the four years 
to a total of $2,000, and has been debited with 
repairs to the amount of $1,075, leaving a bal- 
ance of $925 upon that account. Therefore, upon 
the asset side of the Balance Sheet it would ap- 
pear as follows: 


Machinery and Equipment . $5,000 
Less Reserve for Depreciation. . 925 $4,075 


As the constant cost of repairing is a nominal 
element it is not customary, of course, to show 
this upon the Balance Sheet in any way. The 
Reserve that is set up is the estimated measure 
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of the loss, because of various forms 
of depreciation during the period. 
The actual amounts of the deprecia- 
tion that must be replaced are 
charged against this reserve. The balance upon 
the Reserve Account, then, represents the esti- 
mated decrease in value from the original cost 
price. This amount, together with the cost price, 
are the only elements presumed to be shown 
upon the Balance Sheet, as the two taken to- 
gether represent the value at which the asset is 
now carried upon the books, which is all the in- 
formation regarding assets that the Balance 
Sheet is intended to show. 

An analysis of the Reserve Account showing 
all credits and debits can very readily be at- 
tached to the Balance Sheet as a subsidiary rec- 
ord if it is desired to show this in detail. 


It has been my practice to close my records 
monthly, closing off the balance in Profit and 
Loss Account to Surplus Account and writing 
Dividends, when declared, out of Surplus. The 
statement is made that Dividends cannot be paid 
out of Surplus. Will you kindly advise me 
whether my past practice has been incorrect, and 
if so, why? 

The other item questioned is the matter of 
setting up Depreciation on the financial state- 
ment. I have shown the Asset Account to cover 
the original investment, decreasing Surplus and 
showing Reserve for Depreciation for the amount 
passed on to be taken up during the period. Ex- 
ception has been taken, due to my method not 
fully meeting the requirements of the Income 
Tax Law. Kindly advise me in this connection. 

It must be kept in mind that dividends can 
only be declared, legally, out of assets in excess 
of liabilities and the capital stock of the corpora- 
tion. Such excess is usually measured by an ac- 
count called “Surplus.” This is equivalent to 
stating that dividends can only be paid out of 
surplus. Whether the entry be made as a debit 
to the Surplus Account, or whether it be made 
as a debit to the Profit and Loss Account before 
the balance upon that account is transferred to 
Surplus is merely a question of procedure. If 
the latter method is followed, it must also be 
kept in mind that such a charge to the Profit and 
Loss Account is not an expense of the business, 
but is only a distribution or a partial distribution 
of the profits of the period. 

Depreciation is a definite expense of the busi- 
ness, and is therefore a charge against income. 
The amount of the depreciation is usually esti- 
mated. This amount is preferably recorded by 
crediting a Reserve for Depreciation and debiting 
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the Profit and Loss Account or 
some division thereof. The debit 
should not be to the Surplus Ac- 
count, as the debits of the latter ac- 
count should, in all cases, represent disposition 
of Net Profit—not expenses. The method we 
have suggested does not conflict with the require- 
ments of the Income Tax Law. 


Pace 


Over one-half of the capital stock of a cor- 
poration is represented by Good-will, a large 
amount of which was written up merely to bal- 
ance a large stock dividend. It is now desirable 
to eliminate the Good-will account from the 
books as soon as possible. 


I would thank you to give me your opinion as 
to the best possible way to get this account off 
the books. If the only advisable way is to 
gradually write it down from Surplus, I presume 
this should be done only by order of the Board 
of Directors. 

We do not quite understand the situation you 
have described in your question, in which you 
state that Good-will was written up merely to 
balance a large stock dividend. Dividends, 
whether of cash or stock, must be paid out of 
accumulated surplus and cannot, legally, exceed 
the amount of that accumulation. Frequently, 
Capital Stock is issued for a value which is en- 
tered upon the books as Good-will, but such an 
issue is not in the nature of a dividend. 


If it is desired to eliminate the Good-will ac- 
count from the record, the customary method is 
to write it down from surplus as you suggest. 
Since the amount of the Surplus is determined 
by the book value of the assets, any reduction in 
this book value will of necessity result in a cor- 
responding reduction of Surplus. The Surplus 
of a corporation is presumed to be in the custody 
of the Board of Directors, and, therefore, any dis- 
position of this Surplus, such as using it to 
write down the value of Good-will, should be 
approved by the Board of Directors. 


In a corporation in which there is a minority 
outstanding stock interest of one of the subsid- 
iaries, how would the portion of profits due 
minority stockholders be shown, awaiting dec- 
laration of dividend, on Consolidated Balance 
Sheet which includes all assets and liabilities of 
constituent companies? 


The interest in a subsidiary company of the 
holders of stock therein, other than the holding 
company, is usually displayed in a consolidated 
balance sheet by listing this stock next to the 
Capital Stock Account of the holding company at 
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its book value; that is, at the par 
value of this outstanding stock plus 
its proportionate amount of accu- 
mulated surplus. As an illustration, 
if the holding company holds eighty per cent. of 
the stock of its subsidiary corporation, then on 
the Consolidated Balance Sheet, after showing 
the outstanding stock of the parent corporation, 
the twenty per cent. of the stock of the subsidiary 
corporation owned outside of the holding com- 
pany would be shown at its par value, plus 
twenty per cent. of the surplus of the subsidiary 
corporation. The remaining surplus of the sub- 
sidiary corporation is of course merged with the 
surplus of the holding company. 

While some holding corporations show on their 
consolidated balance sheets only the par value 
of the outstanding stock, we consider the method 
just indicated to be the preferable procedure un- 
less the amount is negligible. 


Please advise me fully in regard to cases where 
a business man, as a sole proprietor, finds him- 
self in financial difficulty, and offers to compro- 
mise his debts at a certain percentage of the real 
value—say, for instance, twenty-five per cent., 
and the majority of the debtors accept his prop- 
osition; what recourse do the creditors that are 
in the minority have? 

In the event that a creditor does not consent 
to a compromise of debts, he has all of the rem- 
edies accorded a creditor. In other words, he 
may sue for his claim; or, he may, with the co- 
operation of other creditors, institute proceedings 
in bankruptcy. 


A bank holds a first mortgage which runs 
for one year and expires, not being renewed, 
either in writing or verbally. The bank, how- 
ever, accepts the interest for another six months’ 
period. Has the acceptance of this interest the 
effect of renewing the mortgage automatically 
or is it liable to be called at any time? 

Acceptance by the mortgagee of interest 
for a given period of time has the effect of re- 
newing the mortgage for that period of time. 
It does not, however, have the effect of renewing 
the mortgage for the full period of time contem- 
plated by the original debt. 

This acceptance of interest is held to be an 
implied contract of extension, the interest being 
a consideration for such extension. 


Our touring department informs us that troub- 
les are like thick traffic—there is always a way 
through but it is impossible to figure it out a year 
in advance. 


New 
York 

as a 
Great 
Univer- 
sity 


N all its yearly panorama of 

sights and occurrences, New 

York sees, perhaps, nothing 
finer, more thought-arousing, than 
that of the thousands of young men 
and women hastening to take ad- 
vantage of the Summer School Cur- 
riculum offered by Columbia Uni- 
versity. From all sections of the 
United States, frequently at much 
inconvenience to themselves, they 
come in the pursuit of the knowl- 
edge that will give them that au- 
thoritative and acknowledged stand- 
ing in their chosen professions that 
is implied by the degree of a great 
university. 

To the more thoughtful and am- 
bitious young manhood and wom- 
anhood of our city, denied by cir- 
cumstance the acquisition of such 
knowledge, even though Columbia 
be within a half-hour’s ride of most 
of them, there may well be some 
wistfulness mingled with the ad- 
miration which the sight naturally 
enkindles. And yet the resident of 
a great city like this, by the very 
fact of such residence, has the op- 
portunity to acquire a knowledge 
and a culture, that, if not repre- 
sented by so many Roman charac- 
ters, may be as mind-upbuilding 
and soul-enlarging as that of the 
best-equipped university. 

First in the list of cultural 
agencies comes reading. Not the 
mere desultory browsing through 
newspaper or magazine that to so 
many, alas! represents the word. 
While, of course, it is necessary to 
keep up with the current trend of 
world-events through the medium 
of the news-column, he errs greatly, 
if not fatally, who permits his intel- 
lectual horizon to be bounded by 
the newspaper page. Even allowing 
for all the various departments of 
the modern newspaper, his knowl- 
edge, by the very nature of things, 
can be but a superficial smatter- 
ing—a species of intellectual crazy- 
quilt. 

Now there are few of us indeed 
who cannot spare, at least, one- 
half hour daily to our mind. Let us 
keep within easily reachable dis- 
tance, for that half-hour, a book— 
one of the great immortal ones, 
like the Bible or Shakespeare. 
Never shall we find a more uplifting 
spirituality than that developed in 
the New Testament, or sublimer 
poetry than the Book of Job. The 
philosophy of Hamlet fits our day 
quite as admirably as it fitted Eliza- 
bethan England. No mind is so 
trivial that it will not acquire a def- 
inite nobility from association with 
the mighty Romans who made up 
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the splendidly tragic pageant of 
Julius Caesar. 

Then there are the night-schools. 
Apart from the upbuilding of char- 
acter that must surely ensue from 
the discipline and self-denial essen- 
tial to the acquirement of learning 
under such conditions, there is the 
material advancements in trades 
and professions—the progressions 
from trades to professions—with 
which each one of us, however lim- 
ited his circle of acquaintanceship, 
is surely familiar. The joyful sense 
of victory achieved which must ac- 
company such progression is surely 
a sentiment as laudable as natural. 

A most promising feature of pres- 
ent-day educational methods is the 
stress being laid upon painting and 
sculpture as factors in the mental 
development of our people. Here 
we have our peoples’ university 
lying closely and unrestrictedly at 
hand—The Metropolitan Art Mu- 
seum. Few among us, it is to be 
hoped, are so benighted as to be 
wholly unacquainted with its trea- 
sures. The pity of it is we are so 
chary of our visits there. 
beauty, color, the sublimity of 
mighty ideals, calls us to the great, 
and often lonesome, galleries. Here 
Raphael’s spirit lives immortally; 
here Van Dyke and Rembrandt, 
Rubens and Reynolds, spread their 
unfailing enchantment; here the 
work of our own Whistler, and 
Sargent, and Abbey—to name but 
a few of them—lends us a nobler 
pride in the name of American. 
Here, too, are world-famous marbles 
and bronzes, representative of the 
noblest efforts of modern sculpture, 
native and foreign, besides invalu- 
able casts of the Classic and Ren- 
aissance periods. 

The evening lectures, the public 
concerts, the Peoples’ Symphony 
Society—surely here are cultural 
opportunities sufficient for the up- 
building of a mighty civilized and 
enlightened community. If many 
men and women among its citi- 
zenry yet exist, their intellects 
darkened by the clouds of igno- 
rance, certainly the fault does not 
lie with the good City of New York. 
—Contributed by Eleanor Rogers Cox. 


OVERNOR WOODBRIDGE 
N. FERRIS, of Michigan, 
founder and director of Fer- 
ris Institute, who is one of the 
greatest business educators of the 
country, believes that what this age 
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needs in education is not knowledge, 
but strict moral training. In the 
course of an interview which ap- 
peared in the Detroit Free Press 
not long ago the Governor said, 
among other things: 

“The modern home has obstacles 
to overcome which the home of 
fifty years ago did not have. These 
obstacles are of our own making; 
the result of too much prosperity. 
Too much is done for the child. 
You take away from him a certain 
inborn reliance upon himself, and in 
doing so, you lay the foundation for 
dependence of a certain kind that 
will last him all through life. 


“There is no special virtue in 
poverty, but in the simple New 
England homes of fifty years ago 
there were sources of inspiration 
and virtue that were priceless. The 
boys of half a century ago had many 
opportunities that boys of to-day 
can never have. I’d like to ask you, 
how would the boys of to-day, with 
all their organizations and with all 
their so-called advantages, solve the 
problems that we, as boys, solved 
fifty years ago? 

“This age seems to think it’s dy- 
ing for lack of knowledge. It’s not 
lack of knowledge —it’s lack of 
training that’s killing off the old- 
time virile manhood. We provide 
the wherewith and the way for 
our children to gain knowledge, and 
we neither train them nor compel 
them to put this knowledge into 
action. 

“T learned self-reliance in a hum- 
ble New England home. I did not 
enjoy work any more than does any 
other healthy, normal boy. I hated 
farm work, but on that farm I 
learned the fine art of work, and I 
learned obedience. When my father 
said ‘Come,’ I came; and when he 
said ‘Go,’ I went; and I never ques- 
tioned why, or suggested some other 
time to come or go. I did what I 
did because I knew I had to. TI 
never thanked God for that training 
then, but I do now. I did so much 
work in those days that I got the 
habit; and ever since then every so- 
cial, educational, or political system 
which I have been instrumental in 
organizing has been builded around 
that one word, WORK—in capitals, 
please. 

“Then, there is the matter of obe- 
dience. Must we learn obedience 
and teach it only in our penal insti- 
tutions? In the old days we taught 
obedience in the home. Has there 
been an increase in obedience in 
our homes during the last fifty 
years? Half a century ago we 
learned obedience, self-reliance, 
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self-denial, and manliness in our 
homes. What we need to-day is 
more drill on the fundamentals and 
less along other lines. We need to 
be better trained in habits of hon- 
esty, sobriety, and service to our 
fellow-men. 

“There is no short cut to charac- 
ter building in men and women. Al- 
ways, the corner-stone must be laid 
in the home. Fifty years ago we 
all worked together, shared our joys 
together, and the result was a 
strong, honest, rugged manhood, and 
honest, modest womanhood. Give 
us back those old New England 
homes with their strict sense of jus- 
tice, their deep reverence for things 
holy. They did more than the most 
magnificent school in the country 
can do in the training of a splendid 
citizenship.” 


HOMAS COCHRAN, former- 

ly president of the Liberty 

National Bank at 120 Broad- 
way, became, on January Ist, the 
ninth partner in the New York 
office of J. P. Morgan & Co. Mr. 
Cochran is forty-five years old, and 
is the youngest partner in the firm 
but one. 

Born in St. Paul, Minn., and edu- 
cated at Yale, where he was promi- 
nent in athletics and social affairs, 
Mr. Cochran has risen from the 
tanks without money and without 
influence. During his third year at 
college his father lost his fortune, 
and young Cochran worked his way 
through his fourth year and ob- 
tained his degree. 

After graduation, he engaged suc- 
cessively in teaching, in the hard- 
ware commission business, and in 
railroad work. He came to New 
York seventeen years ago with no 
money, but filled with boundless en- 
ergy. Step by step, by constant and 
arduous application, he worked him- 
self up to such a position that he 
was one of two young men chosen 
by H. P. Davison to help organize 
the Astor Trust Co. After serving 
with that company for some years, 
he became, in 1914, the president of 
the Liberty National Bank. He re- 
signed from this position on January 
Ist to take his present place with 
J. P. Morgan & Co. 

Mr. Cochran’s business career af- 
fords ample proof that even in these 
days tireless energy and ambition 
have their reward. He had no one 
to push him forward; he did not 
wait for the opportunity to seek 
him. Any young man would do well 
to take a lesson from Mr. Cochran’s 
career. Training, study, and work 
still play the major part in insuring 
success. 
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HE banks and large financial 

institutions of New York City 

were among the first organiza- 
tions to take up, seriously, the work 
of educating their employees. They 
early saw that an entire business 
organization reaps the benefits of 
increased knowledge on the part of 
its members. Educational work, as 
instituted by banks and trust com- 
panies, has grown to almost unbe- 
lievable proportions. 

Among the leaders in this work 
is the Guaranty Trust Company, of 
New York City. Its educational 
program has grown within the last 
few years until it now closely re- 
sembles a miniature school system, 
from the elementary work given to 
office boys and pages to the ad- 
vanced study of finance and foreign 
exchange which is taken up by the 
employees in more responsible 
positions. 

The Journal of Commerce quotes 
the secretary of the Guaranty Trust 
Company as saying: “The principle 
underlying our educational work is 
not so much the desire to foster a 
spirit of cooperation and loyalty 
among the employees, which is one 
of the aims, as it is to give to those 
who happen to be working for this 
institution an opportunity for the 
greatest development of their own 
abilities. Naturally, we expect that 
the company will obtain good re- 
sults from the training, but that is 
not the only consideration.” 

The training of the men in the 
bond department is considered of 
primary importance. Most of these 
men are college graduates who first 
need specific training in the work of 
the bond department before they 
can successfully sell bonds, for 
most of them expect to become 
bond salesmen. 


Other important branches of the 
work are the foreign language 
courses and the work in English. 
Graduates of the language courses 
are used in the foreign department 
of the company. Russian, French, 
Portuguese, and Spanish are also 
taught. The company firmly be- 
lieves in the business value of a 
good knowledge of English. Groups 
of its employees are regularly en- 
rolled in English classes. Other 
courses offered are commercial 
geography, practical banking, and 
investments. 

The Journal of Commerce, speak- 
ing in a recent issue of the educa- 
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tional work of the Guaranty Trust Educa- 
; i tion 
courses of instruction, other organ- . 
izations of the company include J 


Good 


Company, says: “Aside from these 


educational and social features. 


On 


alternate weeks there are meetings Busi- 


of the heads of the various depart- 


ments, with a twofold purpose. The Ness 


first is to hear addresses from lead- 
ers in other industries, such as rail- 
road companies, telephone, and in- 
dustrial corporations, on their con- 
ception of the needs and duties of 
the banking institutions, and with 
especial reference to their own ac- 
tivities. The second purpose is to 
permit the department heads to 
speak frankly of any developments 
which might lead to friction, and 
thus to eliminate causes for dis- 
agreement. These meetings are 
usually attended by fifty or more 
officers. About once a month a din- 
ner is held at the Bankers’ Club.” 

These facts show that the Trust 
Company feels that education in its 
broadest aspect is a worth-while 
part of its work; that through it 
employers and employees are both 
brought to a better realization of 
the common end toward which both 
are working. In a word, education 
is good business and not philan- 
thropy. 


SETH H. CRELLER, formerly 
employed as bookkeeper for George 
H. Storm & Company, has accepted 
through the Pace Agency for Place- 
ments, Inc., the post of chief ac- 
countant for the Montague Mailing 
Machine Company. 


HENRY KNUST, New York Insti- 
tute of Accountancy, has joined the 
staff of Messrs. Marwick, Mitchell, 
Peat & Company, 79 Wall Street, 
New York City. 


MARTIN VAN BLARCOM, of. 


the law faculty of Pace Institute, 
and who has been associated with 
Cass & Apfel, has opened an office 
for general practice of law at 1476 
Broadway, Suite 501-2. 


HARRY VAN BLARCOM, Pace 
Institute of Accountancy, has left 
the employ of the New York Edison 
Company to accept a position as 
bookkeeper for the Perlman Rim 
Corporation. 


THOMAS R. LILL, Pace Institute 
of Accountancy, Extension Divi- 
sion, has entered into partnership 
with the firm of Searle & Nichol- 
son, accountants. Mr. Lill was a 
successful candidate in the recent 
New Jersey C.P.A. examinations. 


Edi- 
torial 


Voca- 
tional 
Ulti- 
matums 


Impress- 
ing 
Others 


==m N business, as in 
i) diplomacy, the ul- 
timatum should be 
i the last resort in 
| negotiations. Many an employee, 
i} in conducting a negotiation for 
#/ an increase of salary, reverses 

the ordinary current and deliv- 
ers his ultimatum at the start. Even the em- 
ployer, in dealing with the individual worker, 
or with a union, is often guilty of the same 
breach of negotiation etiquette. We are led to 
suggest, therefore, that there is no reason why 
the ordinary rule of negotiation should not apply 
to vocational contracts. The employee should, 
at the time of his periodical vocational interview 
with his chief, present his side of the case, with 
its implied hope of advancement or greater re- 
muneration, as an argument calculated to draw 
forth the employer’s side of 
the matter. The employer 
or superior official will then 
naturally present the limi- 
tations under which he 
works, and, in the event that 
an agreement is not reached, 
there is plenty of time left 
for either to resort to an ul- 
timatum. Care must always 
be taken, however, on the 
part of the employee, if he 
holds a responsible or confi- 
dential position, not to cre- 
ate the impression of dissat- 
isfaction that would be like- 
ly to affect his future rela- 
tion with his employer. All 
negotiations must be con- 
ducted with this in mind, 
for no employer is content 
to go ahead with a subordinate who is known to 
be dissatisfied, and who is seeking a favorable 
opportunity to leave. In any event, reserve the 
ultimatum, the threat to dismiss or resign, for 
the last play. 


CERTAIN large bank a stone’s throw away 
from where I write employs about sixty 

office boys—pages, they are called. I have had 
a hand in working out the educational program 
of the bank, and so I have come to know these 
pages fairly well. Out of these sixty-odd boys 
only five stand out plainly in my mind. I can 
recall the names of these five; I know what each 
one looks like; I think of each one favorably as 
a definite individual. Their fifty-five fellows, 
who presumably possess intelligence and latent 
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abilities form upon my mind onlya 
confused blur of dark-blue uniforms. 

Why? The five I speak of have 
taken pains—without truckling—to 
impress themselves upon my image-forming con- 
sciousness. They have gone out of their way 
to do me favors. They have shown interest in 
their studies. They have made it a point to talk 
over their examination papers with me. They 
have given me an abiding impression of mental 
alertness and capacity for development. They 
will not let me forget them. I have inquired 
about these boys of some of the officers and de- 
partment heads. They feel as I do—that these 
young chaps are “comers.” I feel sure that, 
were I in charge of promotions at the bank, I 
should think favorably of advancing these five 
pages ahead of the others. 

In all this there is a point for the long-headed 
young man to see and profit 
by. It pays to attract favor- 
able attention to yourself as 
an individual by reason of 
what you do and of the in- 
telligent way in which you 
do it. The history of com- 
mercial success is full of the 
meteoric careers of young 
men who first won the no- 
tice of their superiors and 
then deserved and secured 
their support. Impress your- 
self as an individual upon 
your associates and your 
superiors. Do it, not with 
a brass-band effect, but by 
reason of the excellence of 
your work and the construc- 
tive interest you plainly take 
in it. Observe, think, and 
suggest, for mental ingenuity and originality are 
always at a premium. If you have developed 
these qualities, do not hide them under a bushel 
of diffidence or self-distrust. Stand forth to view, 
modestly but plainly. 


N getting business you have to use strategy, 

which the dictionary defines as “the display 
or exercise of skill or forethought in carrying 
out one’s plans, schemes, etc.” Strategy in this 
sense is not only a legitimate weapon of com- 
mercial attack; it is a highly necessary one, and 
is so recognized. 

Strategy is a cohesive sum total, a welded 
amalgam of many desirable elements. One of 
these elements is far-sightedness, a willingness 
to waive small realizations of the moment for 


Strategy 


Investing 
in 


a Job 


Dead- 
Wood 


the sake of larger realizations of 
the future. Strategy of the far- 
sighted kind scorns littleness in any 
guise whatsoever—littleness in the 
outlay of time, of personal interest, of money— 
even though from such an outlay no immediate 
commercial advantage may be derived. 

If you are a business strategist, you will level 
your gaze most of the time at future prospects 
and profits, not at what may be realized out of 
hand. Viewing business-getting in this light, 
you will never be cheap in thought, speech, or 
action; in promise or in performance. 


PACE 


MEET the first one often on the ferry. He 

is a strapping young Irishman—twenty-five 
years old, he told me the other day. He is a 
truck driver, and a good one, judging by the 
way he handles his spanking pair of grays. 
He earns twenty-three dollars a week. He has 
to be out at six in the morning, and it is often 
nine in the evening when he beds down his horses 
for the night. The second one brings me my 
“ready dish” when I eat a hasty lunch at the 
Service Restaurant. He, also, is good to look 
upon—wide-shouldered, keen-eyed, and agile in 
movement; twenty is his age. He makes about 
eighteen dollars a week with his “tips.7) Hs 
hours, too, are of the early and late variety. 

Neither one of these friends of mine—for I 
regard them both as friends—will ever earn 
more than a few cents extra a week at the job 
he now fills. As they grow older, they will earn 
less—even middle-aged truck drivers and waiters 
are not in demand. Their work is necessary, 
useful, and reasonably self-respecting. Why are 
their economic futures so blank in promise? Be- 
cause what each does, a hundred, a thousand 
other men, easily obtainable, could do just as 
well, and with little or no preparation for the job. 
One basic thought that should give fresh heart 
to every young man making sacrifices of time, 
pleasure, and money for the sake of future re- 
wards is that, the more you invest in the prepara- 
tion for your job, the bigger your later dividends 
are usually destined to be. 


EXT door, to the rear of a large frame 
house which has been vacant for two years, 
is a small fruit orchard. In it are apple, pear, 
peach, and plum trees. Many branches are dead 
or dying; in a year or two most of the trees will 
be withered wood, stripped of their bark, and fit 
only for the fireplace. If, upon its first appear- 
ance, the dead-wood had been cut out, the trees 
would have gone on thriving and bearing fruit. 
Many business firms grow stagnant, retro- 
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grade, and finally fail, because of 
the accumulation of dead-wood— 
dead-wood in respect to number or 
quality of employees; dead-wood 
in respect to methods of management; dead- 
wood in respect to goods purchased and sold; 
dead-wood in respect to oblivion, to waste; dead- 
wood in respect to failure to keep abreast of 
modern needs and conditions. Just as the prun- 
ing-knife would have saved the fruit trees, just 
so scientific inspection and pruning would have 
kept many firms out of the bankruptcy courts. 


ODERN Business is full of hair-splitters. 
There is the correspondent who argues 
that, as a salutation in a letter, ‘““Dear Sirs” is 
better than “Gentlemen.” There is the book- 
keeper who, preferring red lines to black lines in 
a ledger, debates the matter with you for half 
an hour or so. There is the stenographer who 
waxes disputatious over whether “installment” 
should be spelled with one “1” or two. There is 
the salesman who, having theories on “the ap- 
proach,” belligerently defends them against who- 
ever feebly voices a word of dissension. There 
is the rule-of-thumb executive who, when once 
he has promulgated an ‘office regulation, will 
never tolerate a violation of it, no matter how 
exceptional the circumstances. 

Hair-splitters are these, and time-wasters. 
They see only small things and magnify them, 
while matters of big importance receive scant 
notice or none at all. Notice little matters, yes, 
but as little matters only; do not read into them 
a disproportionate evaluation. Don’t split hairs; 
it’s too expensive a pastime. 


OOK outward, not inward, all the time. All 
about you, you will see reasons for happi- 
ness, opportunities for service, means and meth- 
ods of self-development. Your little ego will lose 
itself in the cosmic mass, as the Creator in- 
tended; your personality will be purged of its 
dross. Look inward as a steady practice, and 
you are likely either unjustly to inflate your self- 
esteem, or to feed upon reflections that make you 
morbid and self-distrustful. In the one case, you 
become an insufferable egotist; in the other, a 
self-pitying egoist. There is little space in this 
busy world for either brand of unfortunates. 
Look outward, and keep busy. 


Luck is the offspring of developed ability, not its 
parent. 


Dignified affability is the lubricant that oils the 
managerial machinery. 


Hatir- 
splitters 


Look 
Outward 
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cia] favoring financial statements pre- 
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HE Federal Reserve Board has 
definitely expressed itself as 


pared and signed by Certified Pub- 
lic Accountants. This attitude of the Board 
meets the approval also of The American Bank- 
ers’ Association. 

However, it seems that there is not a sufficient 


Elmer number of Certified Public Accountants to do 


O. 
Stevens, 
C.P.A. 


even a small part of the work which would have 
to be done if all borrowers were required to fur- 
nish certified statements. Some time must neces- 
sarily elapse before this condition can be reme- 
died. 

In the absence of certified statements, many 
bankers, especially those doing business in the 
smaller cities, have not had an opportunity to 
give the necessary time and thought to the tech- 
nical phase of this problem to enable them to in- 
struct their customers in preparing statements 
that will furnish the desired information. 

It is with the hope that we may be able to 
give helpful suggestions, not only to the banker 
and the business man, but to students of Accoun- 
tancy and Business Administration, that we dis- 
cuss in detail the work necessary to be done in 
the preparation of a Balance Sheet of a typical 
business. 

James MacFarland, manufacturer of brick and 
drain tile, desired to borrow additional capital 
from his banker for the purpose of financing his 
business during the coming manufacturing sea- 
son, and was requested to furnish an audited 
financial statement. 

A very favorable contract which he had se- 
cured required that arrangements be made for 
the necessary capital to finance the increased 
manufacturing operations that must be planned. 

We were instructed to make an audit of his 
books and to prepare the desired statement. 

The Trial Balance, after closing the books at 
December 31, 1916, showed the following bal- 
ances: 


Dr. Cr. 

3 Oa sia Oar yb ad) ee eh rl hea re $ 3,485.60 
10 Notes Receivable ............ 12,645.00 
14 Accounts Receivable ......... 4,875.00 
15 Inventory of Brick and Tile.. 2,368.50 
Z0 Inventory of Misc. Supplies 

and Loose Equipment .... 675.00 
ao, neal) istatet 7 a eee 5,250.00 
30 Buildings, Kilns, and Ma- 

Chirtery. 0 oy Janis ae a 28,460.00 
35 Horses, Mules, Wagons, and 

Harness eo ear ele 3,765.00 
40 Stripping Clay Bed .......... 1,000.00 
46.’ Notes) Payables! as $12,500,00 
50) | First’ Mottpage st ei ess 20,000.00 
56 Accounts Payable ....../...:, 6,870.00 
58 James MacFarland, Capital.. 23,154.10 


$62,524.10 $62,524.10 
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The first step taken in this exam- 
ination was to enter the accounts 
and amounts, as shown by the Trial 
Balance, upon a working sheet with 
columns headed as follows: 

Account reference. 
Account classifications. 
Schedule numbers. 
Trial Balance as at December 31, 1916. 
Debits. 
Credits. 
Adjusting entries. 
Entry numbers. 
Debits. 
Credits. 
Capital adjustments. 
Debits. 
Credits. 
Adjusted balances as at December 31, 1916. 
Debits. 
Credits. 

The second step was to investigate each asset 
and liability classification, and to make full nota- 
tions regarding each upon a schedule. 

In the verification of cash, a certificate of the 
balance on deposit at the bank at the close of 
business, December 31, 1916, was obtained, and 
the amount shown thereon was reconciled with 
the balance appearing in the books. The out- 
standing checks, paid by the bank subsequent 
to December 31, 1916, were obtained and com- 
pared with the cash schedule. 

The Notes Receivable were examined and en- 
tered in detail on a schedule. These notes were 
signed by farmers and others known personally 
to the proprietor and to the cashier of the bank. 
Notes amounting to $3,450 were past due on De- 
cember 31, 1916, but were considered good. 
There was no interest accrued to be taken into 
consideration. 

The Accounts Receivable were carefully re- 
viewed with Mr. MacFarland. These accounts 
were for amounts due from individuals to whom 
brick and tile had been sold during the past sea- 
son, and were considered collectible, with cer- 
tain exceptions aggregating $1,245. A list was 
made of these doubtful accounts with notations 
regarding each. It was estimated that the loss 
in collecting them would be about fifty per cent. 
(See adjusting entry No. 1.) 

The Inventory of Brick and Tile was valued 
at selling price, less ten per cent. An examina- 
tion of the operating accounts for the year 1916, 
as shown by the Ledger, disclosed a gross profit 
of forty per cent., based on sales, on all product 
sold during the year. (See adjusting entry No. 2.) 

The Inventory of Miscellaneous Supplies and 


: (Continued ) 


_ Audited Loose Equipment consisted of hay, 
Financial grain, and other supplies—valued 


State- at cost, $475— and sundry loose 
| ments 


equipment, such as shovels, wheel 
barrows, etc., which originally cost $200. The 
latter was estimated to be good for as much ser- 
vice as had already been obtained from it. (See 
adjusting entry No. 3.) 

The balance of the Real Estate Account rep- 
resents the cost of land purchased at the price 
of farm land seven years previously. 

No provision had been made for depreciation 
of Buildings, Kilns, and Machinery, although 
the business had been operated for nearly six 
years. After discussion of this question it was 
decided that a Reserve for Depreciation on these 
assets to the amount of $8,538 should be set up. 
(See adjusting entry No. 4.) 

An analysis of Horses, Mules, Wagons and 
Harness Account’ revealed charges for horses 
and mules of $2,500, and for wagons and harness 
of $1,265. The credits to this account showed 
that upon the loss of a horse or a mule the cost 
had been written off to profit and loss. The 
wagons and harness had been kept in good re- 
pair, but no depreciation had been provided. In 
the preparation of the schedules for capital as- 
sets, each item charged was listed and verified 
by comparison with original documents, such as 
contracts, deeds, invoices, paid checks, etc. (See 
adjusting entry No. 5.) 

Stripping Clay Bed Account had been charged 
with the cost of removing the top layer of loam, 
etc., and exposing the clay bed at the time oper- 
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ations were begun. The life of the clay bed thus. 


exposed was estimated to be ten years. 
adjusting entry No. 6.) 

Notes Payable consisted of notes given to the 
bank aggregating $5,000, on which interest had 
been paid to December 31, 1916; and notes for 
$7,500, given to other individuals, due August 1, 
1917, on which interest had accrued from August 
1, 1916, at six per cent. In the verification of 
Notes Payable and the First Mortgage, certifi- 
cates were obtained from the holders of each, 
and the receipt of cash or other asset value was 
verified. Interest at six per cent. on the First 
Mortgage, accrued from October 1, 1916, had not 
been set up in the accounts. (See adjusting en- 
try. No.*7:) 


(See 


Insurance premiums amounting 
to $1,250 for three-year policies 
dated June 1, 1916, had been 
charged off. The schedule of pre- 
paid insurance was prepared from the insurance 
policies. Separate columns were provided for 
policy number, name of company, amount of in- 
surance, date of policy, expiration date, premium 
paid, premium prepaid on December 31, 1916, 
and brief description of property insured. (See 
adjusting entry No. 8.) 

Statements from creditors were used in veri- 
fication of Accounts Payable. The invoices for 
purchases entered in the records or received 
after January 1, 1917, were examined to see that 
all liabilities had been included. In addition, Mr. 
MacFarland furnished a certificate stating that 
all known liabilities had been included. 


The adjusting entries, as shown on pp. 81, 82, 
were prepared during the progress of the exami- 
nation, and after each one had been decided upon 
the amounts were carried to the working sheet. 
Upon the completion of the examination, the col- 
umns on the working sheet were totaled and the 
adjusted balances entered. 


The Balance Sheet was then prepared from the 
figures contained in the last two columns on the 
working sheet. 


We submit herewith, first, the entries neces- 
sary to give effect to adjustments, to which ref- 
erence has been made; and, second, the Balance 


Sheet, with form of certificate of audit, to be sub- 
mitted to the banker. 


After a consideration of the Balance Sheet, the 
officers of the bank reluctantly decided that the 
financial condition as shown did not warrant 
them in making the desired loan. The relation 
of Current Assets to Current Liabilities, and the 
heavy mortgage liability were the chief factors 
leading them to this conclusion. To enable their 
client to secure the necessary capital, it was sug- 
gested that he incorporate his business and offer 
for sale shares of stock in the new company. 

In our next article we shall describe the inves- 
tigation of the business and its earning capacity 
that was necessary as a basis for incorporation, 
as suggested by the banker. 

The adjusting entries and the Balance Sheet 
prepared in the present audit are as follows: 


JAMES MACFARLAND 
Adjusting Entries as at December 31, 1916. 


1. CAPITAL ADJUSTMENTS 


BAL ele y > (See Re eS i'es'e, e7,9)@e, Silas) (61/9) B's) ,e\0e te 16) Bh i/oll'6\'e) ele: gle (ef 8) wi wh lelielele| bce ise. a eue 
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Reserve for estimated loss on doubtful accounts receivable aggregating $1,245.00, 
one-half of which are thought to be uncollectible. 
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$789.50 
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To reduce Inventory of Brick and Tile to cost: 
Inventory! at selling price? 2c) ec fat a eel ce ee ae $2,631.67 
Léss 10 percenty i c's kek ces ae ee Tis eee 263.17 


Books: Valluse * thick oo.) ak eeva ooid vacate eA es Sn $2,368.50 
789.50 


Ce er 


COS Ey os es A als Soke oo ois sv Cee ee oe ae pa $1,579.00 


CAPITAL ADJUSTMENTS. oti Pits dat le tee es oe ied a 
To RESERVE FOR DEPRECIATION ON LOOSE EQUIPMENT........ 


To depreciate Loose Equipment valued at $200.00, one-half. 


CAPITAL ADJUSTMENT Sire aitels «cee tetnieg ts sotto ieee en eR ee cw 8,538.00 
To RESERVE FOR DEPRECIATION ON BUILDINGS, KILNS, AND 
MACHINERY 


To write off estimated depreciation on Buildings, Kilns, and Machinery. 
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CAPITAL ADJUSTMENTS 35a our phe el tae fe ieieeils heerd Seen eee amen nt? cre 
To RESERVE FOR DEPRECIATION ON WAGONS AND HARNESS ... 


To write off for depreciation one-half of the book value of Wagons and Harness 
carried at $1,265.00. 


632.50 


CAPITAL ADJUSTMENTS iio. os a oe stains cise kite et ee ee 
To STRIPPING CUAYV?BE D0. yi. ous .cteracte ne nltin a raletec ata eee ere 


For estimated depletion. 


600.00 


CAPTTAL ‘ADJUSTMENTS i's ciosire as ny clcre sic neue) sicko Wks Bieter tetas eemenecn ee ee 
TO INTEREST ACCRUED oily iuielatinncia cutee wants phate seks eames i eee 


487.50 


1,006.94 


coerce eee coc etre eo eee ee ese sees eenerzenaesenteaceces 


For prepaid insurance premium charged off. 


Adjusting 
$789.50 Entries 


100.00 


8,538.00 


632.50 


600.00 


487.50 


1,006.94 


THE LARGE CORPORATION’S URGENT NEED 


THE YOUNG MAN’S OPPORTUNITY 


Large corporations everywhere are calling for 
more and better executives—men whose training for 
Business Leadership is sound, because it is based on 
the fundamental principles which underlie Modern 
Organized Business. 

So urgent is this demand for competent men that prom- 
inent business organizations are to-day taking decisive steps 


to train men selected from their employed force with a view to 
the development of additional executives. 


Many of the largest corporations in America 
have adopted, for this purpose, the well-known Pace 
Standardized Courses in Accountancy, Business Ad- 
ministration, English, and Oral Expression. 


In the Metropolitan District of New York, and in more 
than fifty other cities, resident evening schools give instruction 
in the Pace Courses. Some organizations arrange to have the 
instruction given to class groups of their employeesin their own 
offices. 


For details of the PACE METHODS of training men and women for executive positions in Business and 
for information regarding the resident evening schools teaching the Pace Courses, write to 
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Hudson Terminal 


30 Church Street 


New York City 
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Financial 
State- Balance Sheet as at December 31, 1916. 
ments 
ASSETS 
(Continued) Current Assets: 
COE se SUR UIRUS Deak CRI oe US grt cote a a a ere ee BRST era sic AR ae $ 3,485.60 
Notes Receivable: 
INO CED eee rene ee Wate hale Cal te Fi MAN eso Sale Uta, $ 9,195.00 
PAST De eee ree aaa 2 ere eiokelintd akusesoitepe eprorehofate jabs juretake 3,456.00 12,645.00 
INCCOUDTS  RECELVADIC ee eI erie hen ors, edn foetal alg ue aber ae Sisk eRetmteneie eta er 6 $ 4,875.00 
Tess), ReservertOry baGeDedts. 6 ious fA Sees epe es tuslose salable sb :0 622.50 4,252.50 
Inventories (at cost): 
Bric AAT OME Peete rele co cle bl Riau Rie ledale es Bre ceuicres wate a otra $ 1,579.00 
Hay,, Grain, angsuppies 2). 06h. 6.6 chk ate oi pecleremiahie slows 475.00 2,054.00 
Potala UurrenteASSetsic gira cates: tan Clete ste iho eier ers het $22,437.10 
Capital Assets: 
ea lel State eee ee eka arch her A ALO date Riatuns Qvere da hebarel wile $ 5,250.00 
Buildings, Kilns, and Machinery. 20... ..2 2.2 .je ce cence cess emer sees $28,460.00 
Messsumeservertor, Depreciation: oiiic sme ews ciefy ee gecesi sis s o)00 sie 8,538.00 19,922.00 
13 (orgs: eave ING ROTISS 4 85 Fae emus Se oe 6 ores ire Roe 2,500.00 
WACOUS ante PP ALICRS Ge)! oc spe do oe ye ode +b sie ela wey ee yen ae Sake le $ 1,265.00 
MesstmiceservertoLe Depreciation ns aie ce cieiere sie poten s) ine clears, cllelatass 632.50 632.50 
BIGGS UTICA 28. esnicle o'd  e cine twa wiatng decdcey nabs vals $ 200.00 
Less: Reserve for Depreciation..............c0 cece ster eees eons 100.00 100.00 
POUAIGIS AENEALUAGSOES oc. oe cs accs ees wale go tin eiehe sd a edysre selene 28,404.50 
Deferred Charges: 
Pre aici eUE ACO MMME! 5 cite oe nie a mbieidciy = aleis ce veigg ten silent secee eg aces $ 1,006.94 
PSEUDO OM Cy aM CCM eo en toc ee chs 2 oie cldioa ciples tm mlninls mene Scones ey 400.00 
Gta OLerrec MATS CS ii cco iaioes cliraiays cite ceed a einyele beeline © bees ques 1,406.94 
$52,243.54 
LIABILITIES AND CAPITAL 
Current Liabilities: 
Notes Payable—Banker’s Loan ...........-. 2-20 cceeececneeceesencs $ 5,000.00 
PIOtES SP ayabio=u—Otmerser was toe ee. Ga dicate as Se aleie a hale sees elslecs dyes, co SESIDOD) $12,500.00 
PPECOUNTS PAV ald ieee ee lle! reas etch tance al eal Slo lois) a wiatn tras! oie i 6,870.00 
INtELrest eA CLIC Et eee Te Tee ho eon Crete ikel s sists ele le sleitatarehalaiore © 487.50 
Totall COrrental sa puitlesia tes cet ease. ala’ Aarne eie/emnstess ecaarns $19,857.50 
Capital Liability: 
Pirety Morteave (6) DEER CeMC ait. ph tiy tis. weds siieccl sibs Pees fen wre Pes nine 20,000.00 
PP Gtal A iaDities at Rw elec ie winch dk ouhe ote alate Wattage Gay, «uot $39,857.50 
AME SMM GCM OLLONGN GOPUGl Ae. secs) opi shave atid al aloe. 4 fo esiens ots dle lose 12,391.04 
$52,248.54 


THIS CERTIFIES, That the above Balance Sheet of James MacFarland is, in my opinion, a 
true statement of his Assets, Liabilities, and Capital, as at the close of business, December 31, 1916. 


Certified Public Accountant. 
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Depart- 


Horatio 
N. Drury, 
B.A. 


Mastery 
of 
Idioms 


, ASTERY of Eng- 
¢ lish means, among 
other things, mas- 
tery of the idioms 
of English. Every 
language contains 
many turns of 
phrase which are 
peculiar to it, and 
which reflect the 
view-points of the people using 
that language. Such turns of phrase 
are called idioms. They are often 
ungrammatical and usually untrans- 
latable. 

The main difference between 
idioms and such undesirable ex- 
pressions as vulgarisms, localisms, 
and slang, consists in the fact that 
idioms, regardless of their origin 
or derivation, are used by the best 
writers and speakers. In point of 
fact, many expressions regarded 
nowadays as desirable idioms were 
once tabooed inelegancies of 
speech. 

At the present time, many ex- 
pressions of doubtful elegance are 
slowly but steadily gaining in favor 
among those who express their 
thoughts with precision and felicity. 
It’s up to, to denote obligation, is 
an example. Ultra - precisionists 
may argue that this expression is 
slang, and that it is an unnecessary 
addition to our language, for the 
reason that we already have in good 
verbal standing such words and ex- 
pressions as must, should, it be- 
hooves, and it is incumbent upon. 
It is clear, though, that these ex- 
pressions do not connote the idea 
of obligation with the same pi- 
quancy and vigor as are suggested 
by it’s up to. In other words, there 
seems to be a real demand, a sem- 
blance of need, for this turn of 
phrase; accordingly, judging from 
the present signs, it will probably 
become in due time a thoroughly 
respectable idiom. 

One way to acquire a goodly 
stock of idioms is to read the 
works of the best writers and 
speakers, noting the expressions 
that seem pat and somewhat out of 
the ordinary. Then, of course, the 
thing to do is to use these expres- 
sions, these idioms—for such they 
are likely to be—in sentences of 
one’s own construction, uttered 
aloud. The intensive study of au- 
thoritative lists of idioms also has 
a great value. 

In the following sentences the 
idioms are italicized: 

Mr. Smith is evidently paying his 
addresses to Miss Brown. 

The office boy made bold to ask 
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the manager for a day off. 

The defaulter will eventually be 
caught and brought to book. 

The company at the eleventh 
hour granted the demands of the 
workmen. 

When the boy heard the bad news, 
his countenance fell. 

The horseman drew rein at the 
fork in the roads. 

One can see with half an eye that 
the business will fail if these lax 
accounting methods continue. 

Our firm has set its face against 
the purchase of stocks for specula- 
tive purposes. 

Lieutenant Black’s promotion to 
a captaincy is a feather in his cap. 

It pays in the long run to have 
lived a continent life. 

The bulldog made as if to attack 
the tramp. 


This magazine is far and away 
the most interesting I have read 
this month. 

The young spendthrift has been 
playing fast and loose with his in- 
heritance altogether too long. 

I have grounds for suspecting the 
authenticity of the report. 

Many persons believe that this 
charge against the firm was trumped 
up by their competitors. 

Having stopped to sniff the air, 
the stag took to his heels again and 
bounded away over the crest of a 
hill. 

Time out of mind, idleness has 
caused misery. 

Take time by the forelock, and 
do not wait until old age before 
you begin to save money. 

If you join the club, you will find 
it a good place in which to take 
your ease. 

On my trip to Bermuda, I became 
so seasick that I was put out of all 
conceit with the world. 

The horse held to its gait despite 
all we could do to make it increase 
its pace. 

The senior partner turned a deaf 
ear to the suggestion of his asso- 
ciates. 

Concentrate his mind as he would, 
the accountant found it impossible 
to take up the thread of his anal- 
ysis. 

The advantages of possessing a 
vocabulary well stocked with 
idioms are self-evident. The idio- 
matic writer or speaker is the one 
whose words carry weight, not only 
because of what he says, but be- 
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cause of the manner in which he 
Says it. A study of idioms is there- 
fore advised for all who think it 
worth while to master English for 
business, professional, or social 
purposes. 


J. A. CLARK, Pace Institute of 
Boston, was one of the nine appli- 
cants who were successful in pass- 
ing the examination for the degree 
of Certified Public Accountant in 
Massachusetts, October, 1916. 


A. MINTS, JR., Brooklyn Institute 
of Accountancy, has joined the staff 
of Clarke, Oakes, Trisman & Clarke, 
Accountants. Mr. Mints was for- 
merly employed in the Accounting 
Department of the New York Rail- 
ways Company. 


"\HE fact that an increasing 
number of college men are be- 
ing won from professional pur- 

suits by the allurements of business 
and industry, was stated by Ernest 
Martin Hopkins, in a speech which 
marked his installation as the elev- 
enth president of Dartmouth Col- 
lege. 

“In training for leadership, the 
influence of the college in years 
past, unconsciously perhaps, has 
been to set college men apart in the 
communities in which they lived,” 
said Mr. Hopkins. 

“The requirement now is emphat- 
ically the reverse. The change has 
been wrought very quickly, and the 
men now going into the professions 
from our colleges are far outnum- 
bered by those seeking the newer 
career. 

“We have as a people specialized 
so completely in recent years on 
claiming rights that our senses of 
obligation and responsibility have 
become atrophied. Authority has 
been weakened, not only in State 
and Church but in home and school, 
until it commands less respect even 
than obedience. Amid all this, some- 
how, the conviction has begun to 
grow that dilettante philosophizing 
about rights and claims to oppor- 
tunities which have not been earned 
offer too little compensation to con- 
structive accomplishment for what 
society is called upon to sacrifice in 
the character of the individuals who 
compose it, through their being so 
little called upon to acknowledge 
any authority of any kind whatso- 
ever. 

“Development of our national life 
has been shown to be far short of 
the standard to which it was sup- 
posed to have attained, and in many 
of our attributes we have been 
proved more a group of people than 
a nation.” 


College 
In- 
fluence 


eon O. 
Fisher, 
C.P.A. 


tinued ) 


. unfit. 


point. Aside from training, how- 
ever, there is always the personal 
equation to be weighed and ap- 
praised. Here, too, Mr. Fisher, 
when tried, is not found wanting. 

The key to much of his success 
lies in his broad humanitarianism, 
referred to at the beginning of this 
sketch, and further supported by 
the following quotation from one of 
his published articles: 

“Finally, I would say that the real 
secret of office efficiency lies in the 
human factor—the right man or 
woman in the right place. 
selection must be made intelligently. 
We cannot make silk purses out of 
sows’ ears; and the standard first 
established must be maintained; 
this means proper methods for the 
development of the fit and the dis- 
covery of the unfit; and not least 
important, there must be a continu- 
ous process of elimination of the 
The supervision must be 
right; the administration just.” 


WILLIAM H. BRISTER, Pace In- 
stitute of Accountancy, Extension 
Division, who formerly resided in 
Niagara Falls, N. Y., has recently 
been elected secretary and director 
of the Roy L. Brower Company, 
New York City. 


WILLIAM R. LITTLE, Washing- 
ton School of Accountancy, for- 
merly in the service of Post-office 
Department, has taken up his resi- 
dence in New York City to engage 
in the practice of public accounting 
on the staff of Haskins & Sells. 


LOUIS C. EITZEN, Pace Institute 
of Accountancy, who for several 
years has been sales executive for 
the Standard Underground Cable 
Company, has recently been appoint- 
ed general manager of the August 
Mietz Engine Works, New York 
City. 


JAMES P. O’BRIEN, New York 
Institute of Accountancy, who was 
formerly chief clerk for the Com- 
merce Trust Company of New Jer- 
sey, has entered the practice of pub- 
lic accounting on the staff of Per- 
rine & Nichols. 


P. A. ECKES, C.P.A., and W. N. 
DEAN, C.P.A., of 141 Broadway, 
New York City, announce the re- 
tirement of Richard Fitzgerald, 
C.P.A., from the firm of Eckes, 
Fitzgerald & Dean, to accept the 
office of comptroller with the Mar- 
den, Orth & Hastings Company. The 
general practice of public account- 
ing heretofore conducted by Eckes, 


The first 
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Fitzgerald & Dean will be contin- 
ued by the new firm of Eckes & 


Dean, who will still have associated 
with them Philip J. Warner, C.P.A. 


CHARLES J. SISMILICH, Pace 
Institute of Accountancy, has re- 
cently entered the employ of the 
Alfred M. Brown Company. 


WALTER E. CHAPMAN, Pace 
Institute, formerly auditor of the 
General Motors Export Company, 
has been made comptroller of that 
Company. 


J. PURDON WRIGHT, of John- 
son, Milliken & Wright, an instruc- 
tor in The Pace Institute of Balti- 
more, was a recent visitor at the 
Pace administrative offices. 


JOHN B. TANNER and STEPHEN 
GILMAN, Certified Public Account- 
ants, announce the location of the 
Tanner-Gilman Company as 624 
Michigan Avenue, South, Chicago. 


ARTHUR HABER, Pace Institute 
of Accountancy, formerly employed 
in the Surveyor’s Department, U.S. 
Custom House, New York City, has 
accepted a position in the account- 
ing department of the Tide Water 
Oil Company at Bayonne. 


ARTHUR H. STOVER, Brooklyn 
Institute of Accountancy, has re- 
cently severed connections with the 
American International Corporation 
to accept a position on the staff of 
Frederick H. Hurdman, Certified 
Public Accountant, 55 Liberty 
Street, New York City. 


HARRY S. VAN CAMP, formerly 
commercial accountant for the 
American Brakeshoe Company, has 
accepted, through the Pace Agency 
for Placements, Inc., the post of as- 
sistant auditor of the Triangle Dis- 
tributing Company. 


ERIK J. CARLSON, New York 
Institute of Accountancy, formerly 
employed by the Royal Insurance 
Company, has accepted the position 
of accountant with the A. H. Bull 
Steamship Company. 


NATHANIEL MILLER, Pace In- 
stitute of Accountancy, Extension 
Division, has entered the employ of 
H. Schreier as junior accountant. 
Mr. Miller was formerly employed 
by the Brokers’ Bank Note Com- 
pany, Springfield, Mass. 
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young man who wrote the letter. 

“No,” my good friend replied, 
“In my case this young man must 
pay the penalty of his offensive 
letter. I have letters from other 
young men who evidence more 
ability to represent our firm in its 
relations with clients.” 


CHARLES S. COOK, Ansonia, 
Conn., Pace Institute, Extension 
Division, 1916, has received his de- 
gree as a Certified Public Accoun- 
tant from the State Board of Ac- 
countancy in Connecticut. 


ARTHUR R. HANSON, Pace In- 
stitute of Accountancy, has recently 
joined the staff of Whittlesey, 
Myer & Wythes, Accountants. Mr. 
Hanson was formerly engaged by 
Harris, Allan & Company. 


ARTHUR §S. FIGUEROA, Pace 
Institute of Accountancy, has sev- 
ered his connection as staff member 
of S. D. Leidesdorf & Company to 
accept the position of accountant 
for the L. Wertheimer Department 
Stores. 


CARL T. HATCH, Pace Institute 
of Accountancy, has severed his 
connection with the Tidewater 
Portland Cement Company to ac- 
cept a position as accountant with 
Marden, Orth & Hastings Com- 
pany. 

WALTER E. PAUL, Washington 
School of Accountancy, has accepted 
a position on the staff of Whittle- 
sey, Myer & Wythes, Accountants. 
Mr. Paul was formerly employed in 
the Post-office Department, Wash- 
ington, D. C. 


F. W. KEOUGH, Head of the Pub- 
licity Department and Managing 
Editor of the various publications 
of The National Association of 
Manufacturers, was a recent visitor 
at the Pace administration offices. 


TUDENTS of Trenton, New 
Jersey, pursuing the residential 
Pace Courses in Accountancy 
under the supervision of the Rider- 
Moore & Stewart Schools of Busi- 
ness, recently gave a banquet and 
formed a permanent organization. 
The officers elected were: Presi- 
dent, W. J. Mitchell; secretary, C. J. 
Miller; treasurer, M. Joseph Ryan. 
John E. Gill, former president of 
the Chamber of Commerce and a 
member of the faculty, was the 
toastmaster. F. C. Brofee, C.P.A., 
Walter D. Cougle, of the local bar, 
F. B. Moore, president of the Rider- 
Moore & Stewart Schools, and 
John R. Somerfeldt were the prin- 
cipal speakers. 


Don’t 
Do It 


( Continued) 


E great power of democracy 
is well known. It has demon- 
strated its strength in the gov- 


if} ernment of nations and of institu- 
Business tions; it has driven the tyrant from 


his throne and has destroyed the 
curse of oppression. It is a propa- 
gator of enthusiasm and mutual es- 
teem, and unites the high and the 
low in the bonds of our common 
humanity. 

Democracy’s power should be felt 
in Business, especially in view of 
the enormous development of com- 
mercial life within the past genera- 
tion. If, for instance, a clerk is made 
to realize that he and his chief are 
working together to secure a com- 
mon result, and that the correct 
performance of the former’s tasks 
bears an important relation to the 
work of the organization as a 
whole, the subordinate’s interest 
will be quickened, and an enthusi- 
asm will be engendered that will 
show itself in happy satisfaction 
and more efficient work. 

One of our greatest problems is 
the dissemination of contentment 
throughout the personnel of indus- 
trial organizations. A democratic 
spirit on the part of officials toward 
their subordinates can do much to 
remedy this condition. A superior 
who is willing to roll up his sleeves 
and help a subordinate in an emer- 
gency to achieve a common object 
can instill an enthusiasm and a 
pleasure into the latter without im- 
pairing in any way the dignity of 
his position. It follows, therefore, 
that the most democratic business 
organization should be the most 
successful. 

Some of the great corporations 
of the country have realized this 
great truth and are acting accord- 
ingly. Classes of instruction are 
held regularly with a view to a 
more detailed understanding by em- 
ployees of the workings of modern 
business; and societies that bring 
together staff members for social in- 
tercourse are encouraged. This 
movement is extremely significant; 
it points to an increase in the spirit 
of democracy in business and to 
consequent contentment, efficiency, 
and prosperity for the individual and 
for the organization.—Contributed 
by W. H. Hirschmann, Pace Insti- 
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S. F. Loree, Esq., president of the 
Delaware and Hudson Railroad, 
who only a short time ago said to 
the students of Rutgers College: 

“Advancement in the field of Busi- 
ness depends upon the willingness 
to devote four to six hours addi- 
tional each day in self-training. It 
is common observation that the 
training of the nursery and of the 
educational curriculum absorbs the 
first twenty-two years of life. The 
mere winning of bread can then 
be had in eight or ten hours of 
daily labor. 

“Roughly, twenty-two years are 
required to master the technique, 
the detail, and the sweep of a busi- 
ness enterprise. No one, aside from 
those possessing genius or unusual 
talent, should expect to win in this 
field of endeavor to the goal of his 
heart’s desire at an age much 
younger than forty-five years. 

“It is to the modern organization 
of industry that we owe the superi- 
ority of present material conditions 
over those of the past. 

“The value of educational train- 
ing is very significant. An investi- 
gation made some years ago, and 
in terms of the wage scale of that 


date, indicated that a boy having a 
common education, beginning work 
at sixteen, reached his maximum 
earning capacity at twenty-five. 

“If to the common school educa- 
tion he added the training of an 
apprentice of three years, he sub- 
stantially increased his earning pow- 
ers and continued his advancement 
to thirty-four years. 

“It indicated that the higher 
fields of activity were open only to 
those educated at the technical 
schools, colleges, and universities, 
or who, using such resources as 
were at their command, of which 
fortunately there are many, acquired 
a similar training; and, finally, it in- 
dicated that the minimum capital- 
ized value of such an education 
over that of the common school is 
$28,000.” 


PHEONIX S. FRANKS, Pace In- 
stitute, Extension Division, has re- 
cently accepted a position on the 
staff of Messrs. Marwick, Mitchell, 
Peat & Company, 79 Wall Street, 
New York City. : 


MEREDITH E. VAIDEN, Pace 
Institute, Extension Division, has 
severed his connection with The 
Gould Cooperage & Lumber Com- 
pany, to accept a position in the 
office of The Gould Mercantile 
Company, Gould, Arkansas. 


EPSDW 


This sounds like a code. 


It is a code, meaning that our 


experience, personal service, and distinctive work 


will appeal to you. 


Accounting Systems 


Printing 


Binders 


Lithographing 


Our knowledge of accounting in all of its branches, our 
long experience in manufacturing and selling this class 
of merchandise, enables us to give accountants excep- 
tional assistance in the preparation of copy and instal- 


lation of systems. 


Our men are trained for particular work. 
It is yours for the asking. 


EDWARD KIMPTON COMPANY 


MANUFACTURERS 


60 John Street New York City 
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C aT: ANY authoritative voices are 
eet i constantly being lifted up 
1zi1ng in support of the proposi- 
Educa- tion that the way to exceptional 
en success in Business is by means of 

the fruitful use of one’s personal 

overtime. One of them is that of 


count- 
ing 


The 


Amer- 


ican 
Lan- 


guage 


N a recent issue the Saturday 
Evening Post has this to say in 
reference to city accounting: 

“The Census Bureau has spent 
a good deal of effort in devising a 
model, uniform system of account- 
ing for cities. The value of a uni- 
form system is as clear in this case 
as it was in the case of the rail- 
roads, when the Interstate Com- 
merce Commission required all of 
them to keep their books in the 
same form; for it is only by com- 
parison that a layman can draw any 
intelligent deductions from the fis- 
cal statement of a city or a rail- 
road. He does not know whether a 
given bit of work ought to cost one 
thousand dollars or two thousand. 
But if its cost is stated in exactly 
the same way year after year, and 
in the same way for his city and 
other cities that are conditioned 
tioned about like his, he can form 
an opinion. 

“But uniformity in city account- 
ing is the rare exception. A good 
many cities keep antiquated books, 
which do little more than record 
the income and outgo of cash. 
Among those that have adopted up- 
to-date revenue and expense ac- 
counts, there are wide differences 
in classifying the items; so the 
Census Bureau, to compile com- 
parable statements, has to have its 
agents go over the original data of 
vouchers, and so on, and practi- 
cally construct a new fiscal state- 
ment. Of course, hardly any two 
cities receive and expend revenue 
in just the same way, but certain 
broad classifications might apply 
to all of them. 

“City bookkeeping, on the whole, 
is no doubt better than it used to 
be. Various cities present fiscal 
statements of whose intelligibility 
they are justly proud. But there 
should be the greatest possible 
uniformity.” 


its editorial columns recently 

said: “It is reported that the 
teachers of English now assembled 
in council here are unable to come 
to an agreement upon the standard 
of American speech. Some hold that 
uniformity should be the constant 
aim of nations claiming a common 
heritage in language and letters, 
while others conceive that a grad- 
ual departure is not only desirable, 
as the several communities acquire 
distinct characters and _ require- 
ments, but in practice so necessary 
and unavoidable that it is high time 
for us to recognize and boldly to 
cultivate the American language as 


Dice New York Tribune in 


April, 1917 


a thing apart from the English of 
England.” 

There seems to be no immediate 
prospect, however, of any such 
movement gaining much headway. 
Educated people on both sides of 
the Atlantic speak the same lan- 
guage except possibly for peculiari- 
ties of enunciation and accent 
which, by the way, are as definitely 
marked in different sections of the 
United Kingdom as they are in the 
United States. As the Tribune goes 
on to say, “Slight local variations 
are not sufficient to establish stand- 
ards.” We might as well argue for 
a separate language in the southern 
part of our own country where the 
speech contains many idioms com- 
paratively unknown to the man from 
the North or the West, as to favor 
an English and an American lan- 
guage. They are both from the 
same language stock, and except for 
variations of slang and idiom are 
identical. 


Some Englishmen of the present 
day profess to look with contempt 
upon all “Americanisms” as foreign 
expressions not worthy of admis- 
sion to the “real” English language. 
“While dealing with the question in 
the gently exalted manner that Eng- 
lishmen occasionally affect, they ad- 
mit that since the parting which be- 
gan some hundreds of years ago 
America has sometimes had the bet- 
ter of England; yet they are for the 
jealous exclusion of all American 
words and phrases from the lan- 
guage that Englishmen call English. 
‘The English and the American lan- 
guage are both good things,’ they 
say, ‘but they are better apart than 
mixed.’” In spite of this theoriz- 
ing on the part of certain English- 
men, all signs at the present time 
point toward a fusion of the two 
languages, if such they may be 
called. American slang will still 
continue to be American slang and 
not English, and the same may be 
said of English colloquial expres- 
sions, but the great body of Eng- 
lish-speaking people will accept one 
standard, and distinct language will 
not materialize.—Contributed by G. 
M. Lattimer. 


HE reader who has not yet ad- 

f justed his perspective in refer- 
ence to the need of coopera- 

tive effort in Modern Business is 
urged to read an article contributed 
recently to The General Electric 
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Review by E. W. Rice, Jr., presi- 
dent of the General Electric Com- 
pany. An illuminating excerpt from 
this article follows: 

“The day of the extreme individ- 
ualist is past. The problems press- 
ing for solution-are so great that no 
single manufacturer, no matter how 
powerful, or group of manufactur- 
ers, no matter how numerous, is 
able to stand alone to the exclusion 
of other manufacturers. The time 
has come when cooperation in the 
broadest sense is essential to the 
maintenance of our industrial pros- 
perity. All men and women en- 
gaged in industry, from the presi- 
dent and executive officers down to 
the humblest wage earner, must be 
brought into truly effective coopera- 
tive relationship. ‘There is, to-day, 
a serious lack of mutual under- 
standing between the manufacturer 
and the wage earner, and while con- 
siderable progress has been made in 
bringing about more harmonious re- 
lations, the situation leaves much to 
be desired. This lack of under- 
standing and confidence is largely 
due to a lack of knowledge of each 
other.” 


HE state of Indiana has re- 

cently undertaken a vocational 

survey, which in plan and ex- 
tent far surpasses any other effort 
in this direction. The survey aims 
to cover the entire field of voca- 
tional and industrial education. Ed- 
ucators of the state are, however, 
divided in opinion as to the value 
of such a radical form of education 
as the survey seems to favor. In- 
diana has a law which makes vo- 
cational instruction compulsory 
throughout the state. It is over this 
law that a great deal of discussion 
has arisen. 

One of the greatest objections to 
the vocational program, as it is at 
present carried out, is that the un- 
skilled laborer who needs instruc- 
tion the most is practically unable 
to avail himself of the opportunities 
offered in day-time schools. Edu- 
cational adjustment is necessary, 
whereby the advantages offered to 
day students will be offered even 
more generally to those who find it 
necessary to attend in the evening. 
Little by little this fact will neces- 
sitate a reconstruction of our pres- 
ent educational program. Unskilled 
workers ask this question: “What 
good is Industrial Education going 
to do for us?” Until we have found 
an answer to it, vocational training 
will be merely a makeshift; it will 
not meet the needs of those whose 
needs are greatest. 


Cooper- 
ative 
Effort 


Voca- 
tional 
Educa- 
tion 


Aesop HERE was once a young man The 
. - of Opinions named Philip. P STUD 
in Busi He had been suddenly lifted ACE ENT 
ness into a minor Executive Position in April, 1917 
—Philip an up-to-date concern by means of 


ternal conversation with Philip. He 
pointed out the Pitfalls that young 
men fall into in Business. He also 
recommended remedies to reduce 
Tumidity of the Skull. 


Influence. He was very Young and 
very Sapient. 

He felt that his Experience in 
Business Entitled him to be con- 


sidered a Sage. He developed an ‘od 
acute case of Cranial Overgrowth. After the Treatment, Philip was 


Philip had heard much about Ad- secretly watched from Afar. He 
vancement in Business through Made no Effort to take Profit from 


Merit and Self-effort. He pro- his Admonitions. He had been left 
nounced such Propaganda “all to”’Cool, and he Hardened too much. 
Bunk.” His Opinion was that Luck He now proclaimed the additional 
and’ Pull ‘counted: Opinion that the Boss “had it in” 

He cited Instances of Big Men for him. He added that he had “no 
who “had got in right” in their show.” He short-circuited the Man- 


Youth. He was Forensic with his agerial Wires. vas 
Opinions. An Audience had no The Organization Postman 
Terrors for him. brought Philip the Blue Envelope 
During his off hours, Philip con- DY Special Delivery. In it was the 
centrated on Three Carrom Bil- Laconic Announcement that his 
liards and the Latest Steps in Danc- Services and his Opinions had Out- 
ing. He also affected a Nonchalant lived their Value to the Firm. 
Pat te slnee aid Saati felt Morale Tgnorance and a Big Head 
peasd aia ae uipnel atte carinot Ride Far on the Back of In- 
a : 


Theis 
called them “Boobs.” Pro ape ta 

Philip applied his Opinion of*the ; 
Conservation of Effort to his Job. AMES A. FARRELL, president 
He thought it Foolish to wear out of the United States Steel Cor- 
his Brain from Thinking. He be- poration, began life as a com- 
lieved in letting events Take Their mon laborer in a wire-mill. Though 
Course. He considered “Making working twelve hours a day, he still 
Mistakes” part of the Day’s Work. found time to devote his evenings 

The General Manager had a Pa- to study. In a short time he be- 


came a mechanic, and before he was 

twenty was made foreman in charge James 

of 300 men. . | 
Mr. Farrell started as a boy to Farr el, 

develop his memory. To-day he is 

admitted to have the best memory 

of all business men in the country. 

Nothing but initiative and hard and 

constant application brought it to 

this point. 
In the field of foreign trade, Mr. 

Farrell made a great reputation. 

Long before the average American 

realized the need for foreign out- 

lets for our goods, he was building 

up a foreign market for American 

steel products. The amount of busi- 

ness done reached the astounding 

total of $100,000,000 a year. 


Hundreds of workers in the steel 
mills are known to Mr. Farrell. He 
is in very close touch with the men, 
and delights, especially, in recogniz- 
ing among his present employees 
men who were once coworkers of 
his. 

The career of the president of the 
world’s largest corporation should 
serve as a splendid inspiration to 
the young man of to-day. He was 
not afraid of hard work, but more 
than that, he realized that to suc- 
ceed he must study. Close appli- 
cation to his work was not suff- 
cient; he had to learn something 
besides. No, my friends, the way 
up is not yet closed. 


Judging from the Past 


Every year the demand for copies of The Annual Review of The Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted. 


The Annual Review of The Annalist contains the most complete 
and exhaustive summaries of business and industrial development 


to be found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial 
development of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annalist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps. 


The Annalist 
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= IATRIOTISM! This word of ever-freshened 
“i| beauty to-day is bestirring the national mind, 
4, heart, and soul, with a quickened urge for the 
~\| unified defense of home, country, and human 
rights. Differences of outlook and _ polity 
have been dispelled by the stern coalescence of 
events. The national consciousness has been purged of its 
dross. The United States of America—our country, your 
country—stands forth, in the arrested gaze of a war-torn 
world, a welded unit in view-point, purpose, and dauntless- 
ness of spirit. 


Patriotism! Renew its definition! It means abiding love 
for our country—the dwelling-place of freedom, brotherhood, 


and equality for all. It means willingness to aid and succor 
her by the performance, not only of the spectacular task, but 
also of the lowly duty, so long as its doing be for the national 
weal. It means devotion and unswerving loyalty to her cher- 
ished institutions—governmental and social. It means eager- 
ness to fight for their perpetuity with brain and brawn, and 
even to die in their defense if need there be. 


Patriotism! This is the message of The Pace Student to 
you, student readers and loyal friends, in our beloved coun- 
try’s hour of anxiety and threatened peril. It is a message of 
codperative service and sacrifice on the part of us all—stu- 
dents, instructors, and executives—for the stout-hearted 
protection of our priceless right to be, in thought, speech, and 
action, American citizens. 
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tics during the past two or three 
hundred years have undergone a 
great change. Even individual ability to point 
a gun is not so important to-day as it was a cen- 
tury ago. 

This change in conditions has brought about 
not only a change in guns and armament, but 
also a vastly different type of leader from the 
one who commanded the armies of two centu- 
ries ago. To-day a man is not made a general 
because of the number of foemen he has van- 
quished in personal combat. He is chosen for his 
ability to direct; he must be able to think in thou- 
sands of men, and hundreds of miles of battle- 
front. Above everything else, the leader of to- 
day must have the ability to put his ideas into 
force. | ‘He’ | must |) be.) the 
highest type of business 
executive. 

When a tactician’s lore 
tells him that a unit is want- 
ed a thousand miles away, 
he must be able to send it 
there at once. When word 
comes that supplies are 
needed, he must have a 
knowledge broad enough to 
determine the way to send 
them most advantageously. 
He must understand not 
only transportation, but also 
the values of materials and 
the best ways in which to 
use them. He must be able 
to surround himself with 
staff officers who are special- 
ists in one or other of the 
various spheres touched by military science. 

After all, what does it avail if every man in 
a brigade is a crack shot, if the brigade cannot 
be moved forward to the firing-line when it is 
needed? Who cares how much ammunition is 
at the supply base when the field guns are lost 
because the ammunition at the emplacements 
ran out? 

The leader who is not a business executive, 
trained in the handling of men and materials and 
skilled in the use of modern methods of com- 
munication and transportation, has no place in 
the modern military organization. No amount 
of military strategy will save him from disaster. 
All the weight of numbers, and wealth of equip- 
ment, available in a great nation will not win 
victory for this leader. 

The spirit of ’76 called for skill and personal 
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courage in the individual soldier. 
The spirit of ’17 calls for a smooth- 
ly working machine that can obey 
the orders of a group of keen- 
sighted, clear-headed, business men. The spirit 
of to-day is the same as that of a hundred years 
ago; it differs only in its manifestations. 


N times of peace we look upon war with hor- 

ror, and wonder how the belligerent nations 
can stand the awful mental strain, the terrible 
slaughter, and the hunger, famine, and starva- 
tion that devastate their homes. Our feeling, as 
a great community at peace, is that we could 
never endure privations such as the distressed 
people across the sea are suffering. 

When President Wilson threatened to sever 
diplomatic relations with the German Empire 
after the sinking of the 
Sussex, we experienced a 
thrill. When our country 
actually broke off diplo- 
matic relations with Ger- 
many after the occurrence 
of the “overt act,” our pulses 
beat faster. And when a 
state of war was declared by 
Congress, the air seemed to 
vibrate with suppressed ex- 
citement. All these thrills 
were in the nature of grad- 
ual steps leading to the final 
climax—war! 

Now that a state of war is 
here, however, we do not 
seem to be afflicted with the 
mental prostration that we 
imagined would exist. We 
go about our business and 
wear flags on our coats; but the fact that we are 
in a state of war does not cause the awful feel- 
ing we thought it would when peace reigned 
throughout the land. 

The reason is that we are adaptable. We 
make the best of circumstances; and when the 
time of trial comes, we are ready to meet it. 
Adaptability is a blessing to mankind; without it 
life would not be worth living. The thought of 
the trenches fills us with horror, yet we are now 
ready to enter them for the sake of our country’s 
honor. Such is the power of adaptability. 

The patriotic citizen, then, need not fear for 
the Republic. We have brain, brawn, and cour- 
age, and the trumpet call of battle will find us 
at the crucial time mentally and physically alert 
for the defense of our homes, our country, and 
our flag. ‘ 


The regular 
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N a great many respects the 
I United States is fortunate in en- 
tering the war at this time. She is 
in a position to learn much from the 
bitter experiences of France and England. 


The ~ HE accountant’s field is broad. The 

Pac STUDENT I He is not always hived up in Account- 
a musty old office poring over deb- ant of 

Mey dass, its and credits. To-day, in the midst 70-day 

I of the unprecedented military activity in this and 


: Modern 
Mobiliza- 
tion 


speak of these two countries in particular, since 
their form of government is much like our own, 
and since our problems have much in common. 

One great fault of Democracy is its unwieldi- 
ness. It takes a country like England or the 
United States a long time to move, while an 
Autocracy, from the very nature of its centralized 
authority, can act quickly. The decision in an 
important matter usually rests with one man, or 
at the most, with a small group of individuals, 
often largely dominated by one personality. The 
result is easy to see. Democracy blunders along, 
makes mistakes and rectifies them, but in the end 
achieves success because it has the will of the 
people behind it. 

There is no need for the United States to go 
through this process, which is inefficient and in 
some respects almost criminal, because it en- 
tails so great a loss of human life and causes 
so much suffering on the part of innocent people. 

When the war broke out, both France and 
England sent every available man to the front. 
Those in authority seemed to feel that if there 
were only enough men in the trenches, the war 
could be won. Soon, however, some of the men 
were sent back to do, far behind the firing-line, 
that for which their technical training had 
equipped them. France and England found that 
the skill of the highly trained business executive, 
the accountant, the organizer, in fact, of the ex- 
pert in any line, was being well-nigh wasted in 
the trenches. The positions of these men there 
could be filled, but their place as experts to di- 
rect and organize would perforce remain empty. 


other countries, he plays a part second to none— 
not even to the man in the front-line trench. 

The world has been astonished at the speed 
with which England has built up her vast mili- 
tary machinery. The wonder is not so much that 
she has been able to send to the front literally 
millions of men, as that she has fed them, clothed 
them, and furnished them with ammunition and 
supplies. This does not take military knowledge 
or intuition, but simply the type of mind that 
in peace directs great industries. In all this work 
the accountant is a dominant factor, The British 
Government has so far recognized this fact that 
it has knighted two of England’s leading account- 
ants solely for the part they have played in the 
great war. 

Brand Whitlock could never have rendered his 
great service to the Belgian people without his 
corps of trained accountants. Relief work on 
the scale carried on there would, unless properly 
directed, have been utterly powerless. After Mr. 
Whitlock quitted Belgium, he left behind him 
Assistant-director Prentiss Grey and three ac- 
countants to get the work in such shape that it 
could be turned over to their Spanish and Dutch 
successors. 

In the present crisis, then, we can think of the 
accountant as the man behind every great move- 
ment, whether military or civil. He directs re- 
lief, he supplies armies, he systematizes a coun- 
try’s resources. He is the one who aids in trans- 
mitting into concrete form the wish in the mind 
of a man or a nation. 


The United States should realize full well the 
value of the right sort of mobilization. It should 
understand that there are many duties for its 
people to perform. These duties call all men to 


OR the privilege of social and international Tye 
intercourse, there is the price of restric- Price 
tion and limitation. So that all may have, each of 
must give. No nation has been more consistent Privilege 


service, but do not, and should not, lead all to the 
trenches. France and England have worked hard 
to find the best place for every man, and their 
vigorous prosecution of the war is but a logical 
result. 

Modern mobilization, which is nothing but the 
assigning of every man to the task he is best 
fitted to perform, is literally a stupendous under- 
taking, but one that is absolutely necessary to the 
successful prosecution of present-day warfare. 
By this plan, human life, which is the vital factor 
in any war, will be greatly conserved, and the 
people will feel that not a single effort which they 
make will be wasted. 
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in fulfiling the obligations of international law 
than has America. America has done this be- 
cause Americans recognize the distinction be- 
tween license and liberty. Our people are trained 
to the truth that unbridled license, exercised by 
the few, encroaches upon the just rights of all 
mankind. Is it surprising that a nation un- 
schooled in this fundamental truth should de- 
mand all the benefits without assuming the bur- 
dens of international comity? Democracy is the 
forerunner of an effective code of international 
law. Democratic nations must protect themselves 
against the usurpation of autocracy. Hence, the 
issue between autocracy and democracy. 


The 
Army 
Organiza- 
tion 


HE Army is perhaps the larg- 

est and most complex of all 
the business organizations in the 
United States. At the present time 
it has about two hundred and sixty thousand 
men on its pay-roll. It is doing business in all 
parts of the United States, Alaska, Hawaii, the 
Philippines, and the Canal Zone. Not only that, 
but business is expanding to such an extent that 
branch offices will be opened in the former Dan- 
ish West Indies, and perhaps even in Europe. 
This means, incidentally, that the pay-roll will 
probably be increased by half a million men in 
the near future. 

Naturally, such a large business must be very 
carefully organized. The man at the head, its 
president, is also President of the United States 
of America. His general manager, the Secre- 
tary of War, is also a member of the Cabinet 
of the United States. It is through this man 
that the War Department is directed in its great 
work, 

Closely associated with the Secretary are the 
heads of the various departments. The work is 
so broad that a general staff is necessary, made 
up of the Chief of Staff, and the chiefs of the In- 
fantry, Cavalry, Artillery, Ordnance, Quarter- 
master, and other departments, assisted in their 
deliberations by a large body of laboratory ex- 
perts, known as the War College Staff. 

These men, however, have nothing to do with 
the actual publishing of orders. This is accom- 
plished through a special department, that of the 
Adjutant General. As the General Staff, on the 
basis of the research work of the War College, 
makes recommendations, they are transmitted to 
the Secretary of War. He then takes them up 
with the President, to determine whether or not 
they are in accord with the policy of the organi- 
zation. If he passes them, and they entail any 
financial provisions, they are then submitted to 
the Board of Directors, or Congress of the 
United States, for approval, with the request that 
Congress vote the necessary funds. 

As the new rulings affecting the military are 
made, the Adjutant-general’s Department passes 
them down to all smaller units of the organiza- 
tion, so that all may know the desire of the 
leaders. 

Practically all the departments are headed up 
alike. Of course, the Departmental Staff Man- 
ager is supreme in his own particular branch. 
Under him come major generals and brigadier 
generals, who administer units of eighteen thou- 
sand and five thousand men respectively. A 
brigadier general of infantry, taking him as a 
type, is assisted by three colonels, with their own 
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special assistants, or lieutenant 
colonels. 
brigade between them, each group 
commanding a regiment of about 
seventeen hundred men. 

The regiment is again divided into three bat- 
talions, each in charge of a superintendent, or 
major. Each major has assigned to him three 
foremen, or captains, each with two assistant fore- 
men, or lieutenants. Below them, working right 
along with the men, are the “straw bosses,” or 
sergeants and corporals. It might be mentioned 
that it is usual for a corporal to have charge 
of seven men; the eight, taken as a group, being 
known as a squad. 

This, then, is the organization of the personnel 
under normal conditions. Of course, there are 
always men out on special work. For instance, 
promotion work is taken care of by men on re- 
cruiting duty, who aim to interest others in the 
future that an army career opens up to a man. 

What is the object of gathering together this 
great army of workers? They are for insurance 
purposes. They constitute an insurance of the 
Nation against invasion, just as a lock on the 
front door is an insurance against loss by bur- 
glary, or as an extinguisher is an insurance 
against loss by fire. They guarantee, to us and 
to posterity, the honor and integrity of this, our 
Homeland. 


PARE time exists even in the life of the sol- Spare 
Requests for reading matter are con- Time of 
Absence the | 

of diverting amusements of other kinds naturally Soldier 


dier. 
tinuous from the several battle-fronts. 


centers the attention of the soldier upon books, 
periodicals, magazines, etc. 

Many men in the Army, the Navy, and the 
Marine Corps, are to be credited with wise use 
of the spare time at their disposal. Not a few 
of these men take educational courses by corre- 
spondence. Their work receives the encourage- 
ment of those in charge of the various departments. 

Men in the service, as elsewhere, find the 
problem one of time organization. Recruits first 
entering the service, and passing through the 
training stage, are temporarily handicapped by 
the changes in their methods of living. Never- 
theless, even in the early stages of service, odd 
hours may be profitably used. 

Ambitious men need not come to a dead stop 
in their work of self-improvement. There is op- 
portunity, and ample opportunity, to continue 
their studies. Moreover, after the initial period 
of training has expired, they will encounter 


fewer diversions to take them from their work 


than is ordinarily the case in civil pursuits. 


These men divide the 


a 


dustrial establishment it would seem Pay 
that the paying of bonuses or prizes of the 
to groups of men operating a given So/dier 


P * is a secondary considera- The 
tion to the man who offers PB STUD 
his services to his country. ACE ENT 


Nevertheless, it is an important 
consideration. Liberality should 
mark the pay relationship between 
the soldier and the Government. 

Most people think of a soldier as 
a person earning fifteen dollars a 
month. As a matter of fact, the 
average pay of our enlisted forces 
substantially exceeds this amount. 
The base pay of the men in the 
United States Army ranges all the 
way from fifteen dollars to ninety- 
nine dollars a month. This includes 
only enlisted grades. If the man 
shows exceptional qualities, he may 
be promoted to the warrant officer 
grade, in which event his compen- 
sation would range from $1,125 to 
$2,500 per annum. Moreover, larger 
opportunities are accorded the en- 
listed personnel to rise to commis- 
sioned officers in these days than 
ever before. The figures given are 
approximately the same in _ the 
Navy. Thus, both in the military 
and naval service many men receive 
better pay than the average citizen 
might suppose, particularly when it 
is considered that they receive, in 
addition, a comfortable living. 

It must not be supposed that the 
men are overpaid. As a matter of 
fact, in all ranks and grades are men 
of ability, who probably would have 
earned more in civil life. In this 
respect the Government has a 
peculiar advantage. There are men 
in its military, its naval, its scien- 
tific, and other branches, who, by 
reason of their liking for that work, 
are willing to accept lower com- 
pensation than their ability would 
command in the commercial world. 

Whatever criticism may be ad- 
vanced against the methods of pay 
in the service, it cannot be disputed 
that, all facts considered, merit de- 
termines advancement. This is not 
only true as to ranks and ratings, 
but likewise as to several additions 


_ to pay of an individual character. 


In industry we have class pay 


characterized by a given day or week 


rate to classes of workers. We also 
have individual pay, such as is the 
case with the more modern bonus 
and piece systems. A combination 
of these is found in the military and 
naval service. ) 

Class pay in itself has many varia- 
tions. For instance, in the Army 
there are eleven gradations of pay 
on the basis of various ranks, in the 
Marine Corps there are nine, and in 
the Navy there are even more. 
Consequently, capacity is capable 
of many gradations. Promotion 


May, 1917 


from one grade to another is mostly 
a matter of merit. 

Aside from these several grada- 
tions of class pay, there are approxi- 
mately nineteen kinds of individual 
pay in each branch of the service. 
These divide into two kinds: the 
first kind including extra pay for 
various assignments, and the second 
kind including extra pay for profi- 
ciency shown in some phase of ser- 
vice work. The special assignment 
pay varies from one dollar to fifteen 
dollars a month additional to regu- 
lar pay. This includes mess stew- 
ards, mess sergeants, mess men, 
electricians, mechanics, artisans, 
school teachers, teamsters, etc. Pay 
for military proficiency includes 
marksmanship with large guns and 
with small arms, as well as pay re- 
wards for excellent military deport- 
ment. 


Armies and navies need a large 
variety of abilities. Special assign- 
ment pay covers a number of these, 
inducing men to undertake work in 
which they are best able to render 
efficient service. Marksmanship is 
likewise an important asset to a 
military organization. Those who 
have compared figures as to our 
marksmanship about the time of the 
Spanish-American War with the 
present marksmanship of the Navy, 
have been surprised at the tremen- 
dous improvement. One contribut- 
ing element to this improvement is 
the extra pay and the prizes award- 
ed for efficiency. 


The pay for gun pointers in the 
Navy varies from two dollars to 
sixteen dollars extra a month, ac- 
cording to the qualification and the 
class of gun at which the pointer is 
stationed. The prizes vary in 
amount and are fixed by law. This 
prize reward embraces the idea of 
group efficiency combined with in- 
dividual efficiency. By this I mean 
that ships, as well as gun crews, are 
awarded prizes which are divided 
among the members. Individual 
pay in the service has never aroused 
the same envious feelings between 
men as have some of the systems of 
individual pay instituted in indus- 
trial establishments. This would 
probably be the case even were the 
element of group prizes entirely 
separated from that of individual 
pay, because each member of a 
group takes pride in the efficiency of 
the group independently of pay con- 
siderations. Nevertheless, in an in- 
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class of machines, or in a given de- 
partment, would make each man 
anxious to have every man in the 
department efficient, and would 
largely eliminate jealousies between 
the very efficient and the less effi- 
cient. 
' The Marine Corps participates in 
this extra pay for gunnery in that 
it mans the intermediate and sec- 
ondary batteries on board the ship. 
Likewise, the Army pays gun 
pointers seven dollars a month ex- 
tra, first-class gunners three dollars 
a month extra, and second-class 
gunners two dollars a month extra. 
In addition to the pay for marks- 
manship with great guns, there is 
extra pay for proficiency with small 
arms. This proficiency in the Army 
and Marine Corps is designated by 
three gradations — marksmanship, 
sharpshooter, and expert rifleman. 
The extra pay of these gradations 
is two dollars, three dollars, and five 
dollars a month, respectively. 
Increases in base pay are not only 
made as between differences of rank, 
but also as to length of service. 
Each man’s pay is determined by 
the enlistment period in which he is 
serving, an enlistment period con- 
sisting of three years. Even though 
the actual period for which the man 
enlists may be four years, this does 
not affect his enlistment period, so 
far as pay is concerned, which re- 
mains on the three-year basis. In 
order to entitle a man to continuous- 
service pay he must reénlist within 
three months of his discharge. 
Service pay is more complicated, 
by reason of the above variations, 
than most persons suppose. How- 
ever, it has in it many elements of 
interest to students of the relation 
existing between pay and efficiency. 
Beyond any question, the improve- 
ment which has been manifest in all 
branches of the service both from 
the standpoint of those duties inci- 
dental to purely military service, 
and from the standpoint of profi- 
ciency in marksmanship with large 
and small guns, may be largely 
ascribed to the extra pay which has 
been awarded for these abilities. 


MORRIS W. BRAGDON, Pace In- 
stitute, Extension Division, has re- 
cently been appointed city auditor 
for the city of Portland, Maine. 


WALTER S. DERBY, formerly 
Pace Institute, Boston, has taken 
up his residence in New York City, 
and accepted a position as book- 
keeper for I. Miller & Company. 


War 
Contracts 


AR does not operate so se- 

verely as formerly upon 
commercial relations between the 
belligerent countries. In the old 
days, all debts were canceled, all existing con- 
tracts were annulled, and a great part of the prop- 
erty of alien belligerents was confiscated. To- 
day the law is as lenient on questions of com- 
merce as is consistent with the requirements of 
the, situation. 

Only in exceptional instances does war in any 
manner affect contracts and other obligations ex- 
isting between persons, resident of the same 
country, even though one of the parties be a citi- 
zen or subject of the enemy country. For all 
practical purposes, the relationship is not altered 
by a state of war, unless the contract be of a 
nature inimical to the interests of the country. 

As to executed contracts, that is, contracts in 
which the things agreed to be done have been 
done, a state of war does not affect these, except 
to the extent that legal actions arising out of 
the contract may be abated. Hence, an inquiry 
into the effect of war upon commerce must natu- 
rally be directed to executory contracts between 
citizens or subjects of one of the belligerent 
countries and citizens or subjects of a country 
which is on the other side. I shall discuss this 
question respecting trade intercourse, property, 
agency, partnership, debts, interest, insurance, 
and the Statute of Limitations. 

Trade intercourse between belligerents is for- 
bidden, unless the rights of humanity are in- 
volved or unless approved by the government. 
Approval of the government may be in the form 
of a license permitting persons to engage in trade 
with an enemy country. This, of course, places 
no obligation upon the enemy country to recog- 
nize the license. 

Aside from the exceptions mentioned, all other 
relations of a trade character must cease. This 
is effective even to the extent of forbidding such 
trade intercourse when the proceeds are to go to 
a citizen of, say, the United States, who is resi- 
dent in the alien country. The fact that a citizen 
benefits by the transaction in no wise affects the 
legal rule. Although it is unlikely that questions 
concerning the touching of vessels at ports of 
the enemy will be raised, nevertheless, the carry- 
ing of a cargo to or from the enemy country 
would be illegal. 

Ordinarily, neither real property nor personal 
property of an alien whose country is at war with 
this country is confiscated. Confiscation would 
depend upon the exigency of the situation, and 
whether or not the property was of such char- 
acter as to justify extreme measures. Land is 
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never confiscated. Removal of per- 
sonal property may be effected, if 
not inconsistent with military ne- 
cessity, within a reasonable time. 
However, an alien cannot remove property out of 
the country, after a reasonable time has expired, 
without special permission of the Government. 

The relationship of principal and agent exist- 
ing between citizens or subjects of the re- 
spective countries, and resident in each, is sus- 
pended ordinarily. If the continuance of the 
relation is contrary to the policy or interest of 
one or both of the belligerents, then it is abso- 
lutely terminated. Likewise, partnerships are 
dissolved, subject to the limitations heretofore 
mentioned; that is, in case the partners are citi- 
zens of the respective nations and resident in each 
of the respective nations. Upon the termination 
of hostilities, agency contracts and partnership 
contracts are revived, at least to the extent of 
permitting an accounting to be made between the 
parties. 

Debts, under the old rules, were wiped out as 
between the belligerents. The modern law, how- 
ever, only suspends payment during the period 
of hostilities. — 

There are two rules respecting interest. If the 
interest is the result of a voluntary agreement 
between the parties, it continues to run during 
the period of hostilities in spite of the fact that 
prohibition of intercourse prevents payment. 
Should the interest be involuntary, as in cases 
where interest is a matter of damages, then the 
interest ceases during the period of hostilities. 
For example, if an action were commenced on a 
contract not providing for voluntary interest 
payments, ordinarily, interest accumulates; but 
in case of war, interest would be suspended as 
between belligerents. However, if the action 
were based on a promissory note calling for the 


paying of interest, such interest does not abate. . 
Insurance raises many interesting questions. | 


Ordinarily, war merely suspends the contract. 
Insurance contracts, wherein the insured pays in 
advance, are suspended as to the insurance com- 
pany. For instance, if a fire were to occur under 
one of these contracts, the insurance company 
would not be obligated to pay until the end of 
the war. Another form of insurance is one in 
which premiums are paid from year to year, but 
on a continuous basis. This condition occurs in 
life insurance. Respecting life insurance, there 
are three views in the United States. The first 
of these views, and that which is the most preva- 
lent, is that the life-insurance contract is merely 
suspended; the second is that the contract is 
annulled; the third is that the contract can be 
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revived only with the consent of 
both parties, upon the termination 
of hostilities. Probably the weight 
of opinion favors the revival of life- 
insurance contracts after hostilities have ceased, 
to the extent that the rights of neither party are 
impaired. It is apparent that life-insurance con- 
tracts might be of such nature that a complete 
revival would be inequitable. Federal courts 
hold that the insurance company may annul the 
contract should its right be impaired, but are 
liable for insurance to the extent of the pre- 
miums that have already been paid on the 
policies. 

At this point it may be well to remember that 
we are only considering executory contracts as 
between citizens of the respective countries, not 
resident within the same country. These consid- 
erations likewise apply to the Statute of Limi- 
tations. If the citizens or subjects are in one of 
the belligerent countries, they are at liberty to 
have recourse to the courts, and, hence, the Stat- 
ute of Limitations would not be suspended as 
to them. But should they be resident in each 
of the countries at war, without the opportunity 
of bringing action, then for the period that the 
war is in progress the Statute of Limitations 
would not be operative. 

Beyond doubt, many interesting questions will 
flow out of the present situation. It is not pre- 
sumed that an opinion can be accurately ex- 
pressed on all of these questions. Nevertheless, 
the above rules are indicative of the probable de- 
cisions of courts in like cases which may arise. 


OLONEL ROOSEVELT has volunteered 
Ob to organize a division for service in France. 
Furthermore, we are told that the New York 
National Guard constitutes an army division. 
Yet if you were to ask the average person what 
an army division is, you would be fortunate to 
receive an intelligent answer. 

A division is the smallest army unit capable 
of independent action. It contains every impor- 
tant element of a complete army. Hence, a divi- 
sion appeals to the Colonel’s natural tendencies 
—a love of independent action combined with a 
love for variety. 

Consideration of the division therefore com- 
prehends every unit of a complete army. The 
main units are divided according to their pur- 
pose into infantry, cavalry, artillery, and engi- 
neers. Other units, smaller in number, are sig- 
nal companies, field hospital and ambulance 
companies, and staff units concerned with pay, 
food, supplies, and equipment. The number of 
men in a division totals, approximately, 25,000. 


Pace STUDENT 


May, 1917 


95 


Considerable confusion exists in 
the lay mind as to the size of a 
regiment, or of a brigade, because 
the number of men in these units 
varies according to the arm of the service. An 
infantry brigade consists of three regiments of 
approximately 1,700 men each. An artillery 
brigade consists of two regiments of approxi- 
mately 1,100 men each. A cavalry brigade is un- 
usual. It isa flexible unit and may consist of two 
or more regiments of approximately 1,100 men 
each. Engineers are not organized as to bri- 
gades. They are organized as to battalions of 
approximately 550 men each. 

If you enjoy arithmetical calculations, you are 
free to do any figuring you desire on the basis 
of these approximations. A division consists of 
three brigades of infantry, one brigade of field 
artillery, one regiment of cavalry, and one bat- 
talion of engineers. 

You have received a general idea of the pur- 
pose of each of these units. The infantry is the 
backbone of the division. In attack the infantry 
is supported by the field artillery. Scouting is 
carried on by the cavalry. The construction of 
bridges, roads, barbed-wire entanglements, lay- 
ing of mines, as well as demolition work, is done 
by the engineers. 

To support the work of these main units, there 
are the other units to which we have referred. 
Care of the sick and wounded devolves upon hos- 
pital and ambulance companies. Communication 
is established by means of signal battalions. 

Food, supplies, and equipment are now han- 
dled by one department—the Quartermaster’s. 
In the Army, this department also pays the men. 
Ordnance consists of both small arms and artil- 
lery pieces, together with ammunition. These 
are in charge of the Ordnance Department. 

A check upon the work of all of these units is 
effected by inspections. ‘These inspections are 
carried on by representatives of the Inspector- 
general’s Department. Law intrudes even into 
an army organization. Major points of disci- 
pline are reviewed by the Judge-advocate Gen- 
eral. Regulations governing the conduct of 
courts-martial are issued by this officer. 

A major-general commands a division. From 
the brief summary of the functions exercised by 


this unit, it is apparent that he must be capable 


of administrative abilities of the highest order. 

After all, the work of a division is to fight. 
Soldiers perform their routine drills and duties 
with the same enthusiasm as a football team on 
the practice field. When the call comes, all go 
into action as parts of a smooth-working and 
efficient machine. 


CCOUNTANTS the world over have reason to be proud of the part their pro- 

fession has played in the great world crisis—a part destined to be even greater 

in the grim days that lie ahead, inasmuch as our country has now definitely entered 
the struggle in defense of democratic institutions. 

Many accountancy firms have made heavy contributions to the war-imposed 

needs of their country—none giving of itself more patriotically than Price, Water- 


house & Company has done. 


The following roster of the members of the “P. W.” staff who have joined the 
British forces during the present war is as impressive a picture of the patriotism that 
expresses itself in action as can be depicted in words. There are one hundred and 
nine of these gallant men, who come from the firm’s offices, not only in Britain 
and her colonies, but also in the United States; in addition, there are in the British 
army at the present time twenty-seven men who were formerly members of the staff 
of the firm; an inspiring total of one hundred and thirty-six men who have responded 


to their country’ s call! 


The following abbreviations appear at the left-hand side of the names: {+ killed 
in action; W., wounded; D., discharged unfit; P., prisoners; MC., military cross. 


NAME RANK 
Alexander, G. A. H. (St. Lowis)..2nd Lieut.. 
Allison, is (Bia ee a ae 2nd Lieut.. 
Atkine yo.) G24) Screener Rifleman. 
Wi Barber,vAriP i. Gol nneeeenie es 2nd Lieut.. 
Beall, C. Sears MP ORE eee 2nd Lieut.. 
W. Bonham Carter, F. G. (Cairo) Captain. 
Boon, E'S) Bi ee ee Col. Sergt.. 
Booth, H. R.’ (Buenos (Aires) .2.00.2.... 252; 
Boss, \peGaie ae ee ae hoe ae es Captain 
Brodie, A. B. (Montreal)............ Lieut 
Da. Browning, W.tHGes where Private. 
W. Burgess, VJ. e eth ees 2nd Lieut.. 
W. Burlinson, M. A. (St. Louis)..... Corporal. 
Wi ButtyR AL Chicago ere Captain... 
Carter, aka keer ee ear ee aks, Rifleman 
Challands, .RiS.510 cece eee 2nd Lieut.. 
Charles, W. (Vancouver).......... Captain. 
Charlton,4by Pyne ek ee 2nd Lieut. 
Coates; (WG see can eee Captain. 
Collinson, F. E. (Liverpool)....... Private 
Ti Coopers AL Lise ai ean 2nd Lieut.. 
Coopers) WiiE sie een ee 2nd Lieut.. 
Craddock (DAV NE 40 eee ee Lieut.. 
W. Craggs, G. S. (Winnipeg)....Bgde. Major. 
Crampton, Boies keene 2nd Lieut.. 
Cundall iB VW S67 bees aes Te fed Private. 
D3 Curtio tJ.) Vi Fae Cetin aa pee Private. 
Daviess So Nien, gee sc doe eee Lieut. . 


De Wolf, T. St. E. (Vancouver).... Lieut. 


Doulton, +B. Diya: 2nd Lieut.. 
Dukes. Fees tt ee 2nd Lieut. . 
MCG. Dunbat Sit AH vbart eee Captain. 
Dyne,)U.) E iee Pie al eee ee Gunner. 
Feden, WisiG eo ae, iit lal acne ek Private 
Edelsten, "ML. i). (esate ode sees Captain. 
Htheredge! Jeg el eee Private. 

Po Eevyanson, Hei 0. eee aac Rifleman. 
Pasties Gi) roe ake cee eee: 2nd Lieut.. 
WD Bish tR Coa Ue ae von eae eng 2nd Lieut. . 
Freeborn.) 32.G) sc: Venere kien Rifleman. 
Gethen, Cosh eee een ae Captain. 
Girvan, SCA SAN ae eae eee Private. 

+ Grant, Dive 7) i oeaeue he ae 2nd Lieut.. 
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REGIMENT 


‘ 


.2/4th Batt. Hampshire Regiment. 
.9th Black Watch 44th Light Trench Mortar 
.2nd Batt. London Rifle Brigade [Battery 


.3/1st London Brigade R.F.A. 

.Prince of Wales’ Own (West Yorkshire) Regt. 
.3rd Guard’s Brigade, Trench Mortar Battery. 
.10th Batt. (Duke of Cam. Own) Middlesex Reg. 
..lst Line Northern Cyclists’ Batt. 

... oth Royal Highlanders, Canada (Col. Service). 
.Queen’s Westminster Rifles. 

.13th Batt. Middlesex Regiment. 

.14th Batt. 3rd Canadian Infantry Brigade. 


16th Batt. Notts and Derby Regiment. 
3/18th London Irish Rifles. 


.2/1st Worcestershire Yeomanry. 

.11th Canadian Mounted Rifles. 

..4th Gordon Highlanders. 

.18th London Battery R.F.A. 

..10th Liverpool Scottish. 

.1/19th London Regiment. 

.12th Batt. Royal Fusiliers. 

.1/9th Batt. Durham Light Infantry. 

.Late 10th Batt. 2nd Canadian Infantry Bede. 
.3/5th Manchester (attached 2/6th Gloucesters). 
.London Rifle Brigade. 

.London Scottish. 


.2/4th Batt. City of London Royal Fusiliers. 
..143rd Batt. Canadian Expeditionary Force. 
.2/1st Warwickshire Yeomanry. 

.8th Batt. Lincolnshire Regiment. 

.12th Batt. West Yorkshire Regiment. 
.Artillery Division Honorable Artillery Co. 


..3rd Batt. Artists’ Rifles. 

.Army Service Corps. 

.4/2nd London Regiment. 

.London Rifle Brigade. 

. Machine Gun Corps. 

.3rd Batt. Yorkshire Regiment. 

.London Rifle Brigade. 

.Army Service Corps. 

.28th Batt. London Regiment (Artists’ Rifles). 


.15th Batt. Royal Scots. 


W.D. 


NAME RANK REGIMENT 


Greenwh. De bee eae aes ies 2nd Lieut...Grenadier Guards. 

Greenbank, F. R. H............. 2nd Lieut...2/7th (Reserve) Batt. Devonshire Regiment. 
Greenslade, C. F. A. (Buenos A.), 2nd Lieut...200th Battery R.G.A. 

Greenslade, W.H.W. (Chicago), 2nd Lieut...1st East Anglian Brigade R.F.A. 


Gregory, (AL Reapers ore res lates bs Private. .4th Batt. City of London Royal Fusiliers. 
Groom Cree tere ecm cel 2nd Lieut..1st Batt. Artists’ Rifles. 

Halsall, R. (Liverpool)........ Bombardier..8th (Reserve) Battery R.F.A. 

Hancocks) ByeGoqies seat siteane 2nd Lieut...1st Batt. London Rifle Brigade. 

Hard wick D wen en erencle sets Private..3rd Batt. Artists’ Rifles. 

Hartley ji iis cet asyeeesaioetsets o 3 i= 2nd _Lieut...Army Service Corps. 


Hartnett, P. G. (St. Louis)........Private..81st Canadian Batt. 
Hemsley, H. N. (St. Louis)....2nd.Lieut...21st Batt. London Regiment (1st Surrey Rifles). 


FIOrmune es Gee ee eso els 2. Lieut...R.F.A. 
Jameson, Rey Fie(Cairo) oon oe ga eeecic teeter arte ces p re sanescreagesene cre’ 
Jamison, Ratan ccitece sss. ose rs 2nd Lieut...A.S.C 


EE a ee aM eccny fined aia as Lieut...5th (Reserve) Batt. Royal Welch Fusiliers. 


Private..7th (Reserve) Batt. Middlesex Regiment. 


Kennedy, AwDin. -:. 266. 8. Lee. Corporal..2/1st Highland Cyclists’ Batt. 
je Abekeagas bas 1S) OE ikl iene re ee Corporal..ist Batt. Honorable Artillery Company. 
PVC Lan GOOG ys itias cst. es Oy wales 2nd Lieut...8ist Machine Gun Company (27th Division). 

APA CICY te Facts an 5) Seve 2 cine 2nd Lieut...1st (Birmingham) Batt. R. Warwickshire Regt. 

iigel jen Eh SH Ua) a ie eee IR a Private..Honorable Artillery Company. 

jbvehwel, Peto b 4. i5 8 yk eee aE Sie Private..1st Batt. Honorable Artillery Company. 

INDACDOtRI ST Ne castes lee c olofart sce 2nd Lieut...14th County of London (London Scottish). 

Maher, Jyle. (vos Angeles): ..27. 0.3. va: 4th Cyclist Company Australian Force. 

Re rere Eat ches weil ret tea race ta minis ts erale ce a bg's Ve sig lie'm pile hoes wa hayes 

Mellor, H. (Liverpool)......... Lee. Sergt...2/5th Batt. King’s Liverpool Regiment. 

WIV Ofbatt ares EES ils fale ye ei elatee 2nd Lieut...4th Batt. City of London Royal Fusiliers. 

Mortleniai Watters sos. ceca s ea 2nd Lieut...3/7th London Brigade (T.) R.F.A. 

Murphy; G? F...:...... Staff-Sergt. Saddler..4th Hussars. 

Dy Newbery..B.-W. (since died)... 0.020. c ccs e een ee eee ee cette eter en ete ennetes 

INICHOTSNIE sc cs cle se cece. Captain..2/5th Batt. Royal Welch Fusiliers. 

O’Shea, T. (Liverpool)..Coy. Q. M. Sergt...2/5th Batt. King’s Liverpool Regiment. 

Parmeter, P. (Newcastle)......... Captain..6th Batt. Northumberland Fusiliers. 

en ers seo wie cs ala aiogeceinloya val sreiain, <foleiats © sinlclaie lee wins min she eid cle oabeieia aos 5 

See TEE es Hl oc ee ncle sie se ebt din eiviniy A plciinh dese th sjc tenis dels eiecs este gen dees 

Shorinousem G. (Los Angeles) 2.20. sk sddmen cscs ce ses toe se cl taisicn eng niet yse gee 6 ae 

SUSiahy Lek) eee 2nd Lieut...18th Hussars. 

TSU DSO Mesa. Clie crs ood ns ke <2 oe Captain..19th Batt. Royal Fusiliers. 

Skelton, G. (Los Angeles) Private..29th (Vancouver) Batt. Can. Expedit’ry Force. 
WS itl IN pa fe eic cic ciate aos ocsrare Lieut... Machine Gun Company 141st Infantry Bede. 
Wee Sririt ee ae bdoreeree er rn cisieeie ints kee 3s: 3)6 Captain..8th Batt. East Yorkshire Regiment. 

Srieatlisy Rep hs eae ee rent cots ikon oho, Captain..2nd London Regiment. 

Waes patie meee seater ii eta ncts Corporal..6th Batt. Bedfordshire Regiment. 
WE Swallow, os, Pie tisic ete oie a opsie'e d s.2-0e 2nd Lieut...12th Royal Sussex Regiment. 

Symondsonp yey Setecio ns belek sic s ots Lieut...1st Glamorgan Yeomanry. 

Tackley,iikgtobeicicds sins) ects) os Dis Whee pe Ae ees etal iad nana ale ste dare ne et bey es 

Taylor, J. W. (Montreal).......... Private. .24th Batt. (Victoria) Can. Expedit’ry Force. 

Tyack, W. D. (St. Louis)....... 2nd Lieut.. .3/4th Batt. Duke of Cornwall’s Light Infantry. 

Vaughan, G. E. (Vancouver) Captain..11th Canadian Mounted Rifles. 

Wadsworth Bible rr te tice <2 Private.. Honorable Artillery Company. 

Wallace, DigACatererie aes se > Trooper..2nd City of London Yeomanry. 

Wi Warner) Bi Ours, send cts velit: 2nd Lieut...1st Batt. Essex Regiment. 
rE AtSON;)b Lemire eee ete ebiete oieceysicas Private..4th Royal Scots. 
Wiss hitest As. Bc veiled has sleek ore Captain ..London Rifle Brigade. 

Whites Si) Ee euen eta wei. a's Rifleman. .3/9th Batt. London Regt. Queen Victoria’s 

WY ites, Wh Joes crete ae A sshaes ty «eins alt oie's R.N.A.A.S. [ Rifles. 

Willeoxs) G,t Aliaacky Nae tits ree es Sergt...City of London Yeomanry (Roughriders). 

WilkinsOriss: Jos O-ce eloaeiste te Ve te lewd eoapies)>,s Essex and Suffolk R.G.A. 

WW Williams, ‘T.. Hi. Sarkigscs foe. S28 Private..16th Batt. Middlesex Regiment. 
PUEVVillaamsony Laren cient terrevenys ss Private..2nd Batt. 14th London (London Scottish). 

WiltehiresP SR eee alent Sawee es cles c hea cas ceesle eines 4 PAS adie ok Renee ta ok ee 

Wingate nw «Mii ies et ener tis Captain..General Service Staff. 

Woodhead, S. (Liverpool)........ Corporal..Army Service Corps. 


‘vates, C.J.) (Liverpool) 42-016 Private..10th Batt. King’s Liverpool Regt. (L. Scottish). 


Sir 
George A. 
Touche 


Sir 
Samuel 
H. Lever 


R. GEORGE A. TOUCHE, 

senior partner of George A. 
Touche & Co., chartered account- 
ants, London, and Touche, Niven & 
Co., New York, has recently been honored by 
His Majesty’s Government with a knighthood. 
Sir George received his early training in the City 
of Edinburgh and became a member of the So- 
ciety of Chartered Accountants there in 1883. He 
proceeded to London and rapidly won for him- 
self an enviable position in the city, more espe- 
cially in finance rather than in pure accountancy. 
His work has been largely of a constructive 
character, and he has_ successfully carried 
through many large, important reorganizations. 
He is now chairman of several important com- 
panies, including two or three of the most suc- 
cessful trust and investment companies in the 
City of London, whose investments are spread 
all over the globe. 

In more recent years he has also taken an ac- 
tive interest in public affairs, having represented 
the Borough of North Islington in Parliament 
since December, 1910. He is also an alderman 
of the City of London, and has occupied dur- 
ing the past year the senior sheriff’s chair. Dur- 
ing the war, both he and his partners have served 
on a number of important commissions and com- 
mittees, and he has generously given of his best 
for the service of his country during these try- 
ing times. He is represented in the Imperial 
forces by three out of his family of four sons. 


AMUEL H. LEVER, A.C.A., member of the 
accountacy firm of Barrow, Wade, Guthrie 
& Company, of New York, and of Lever, Anyon, 
Honeyman & Spence, of London, has recently 
been knighted by the English Government for 
his notable services during the war with 
Germany. 
The Accountants’ Journal,issue of January, 
1917, has the following to say about Mr. Lever: 
“By appointing Mr. Lever as Financial Secre- 
tary to the Treasury, Mr. Lloyd-George has paid 
a signal tribute not only to the value to the coun- 
try of Mr. Lever’s outstanding ability, but also 
to the worth of Chartered Accountants to the 
Government. Mr. Lever’s record is a remarkable 
one. When he went to the Ministry of Muni- 
tions in August, 1915, he was practically un- 
known on this side of the Atlantic, although one 
of the leading practitioners in New York. Yet 
in the short space of sixteen months he holds 
one of the most responsible positions in the Gov- 
ernment—a post of special importance at a time 
like the present, when finance plays such a big 
part in the war. And the fact that Mr. Lever 
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owes his appointment to the work 
he has accomplished, and not to po- 
litical considerations, should make 
the profession even more proud of 
its representatives.” 7 


ICHARD FITZGERALD, C.P.A., a grad- 
uate of Pace Institute in 1910, and now 


comptroller of Marden, Orth & Hastings, Inc., 


of New York, has had a varied military expe- 
rience. 

Mr. FitzGerald, as second lieutenant of the 
Royal Naval Reserve Corps, of England, per- 
formed many duties of military and naval im- 
portance to his Government. In 1904, 1905, and 
1906 he served on various cruisers and survey- 
ships for the Eastern Australian station. After 
the Russo-Japanese War he superintended the 


transfer of prisoners of war from Japan to Rus- 


sia. He traveled from Vladivostok to Petrograd 
over the trans-Siberian railroad with despatches 
for the Russian war office. He was one of the 
first foreign officers from the seat of hostilities to 
reach Petrograd, where he was given an audi- 
ence with Grand Duke Michael. 

During the present war between the Allies and 
Germany, Mr. FitzGerald has served as a captain 
in the railroad transport service. In July, 1916, 
while in France, he was wounded in action and 
was consequently given leave of absence. 

Mr. FitzGerald has had a wide accounting ex- 
perience in the United States, having been as- 
sociated with Suffern & Co., and later becoming 
a member of the accountancy firm of Eckes, 
FitzGerald & Dean, from which he withdrew to 
become comptroller of Marden, Orth & Hast- 
ings, Inc. The last-named firm, largely through 
Mr. FitzGerald’s initiative, has organized a pa- 
triotic fund, the purpose of which is to pay full 
salary to such employees of the company as 
serve with the American Colors for as long a 
time as they shall be absent. Marden, Orth & 
Hastings are planning to eliminate all men of 
military age and fitness who do not respond to 
their country’s call. The firm also expects to 
train young women to take the places of the 
men who enter military service. 

It is worthy of note that the firm has decided 
to take the same attitude as the United States 
Government toward such of its employees as are 
of German birth. They will be retained so long 
as they maintain a proper attitude toward the 
Government, and will be treated with full con- 
sideration by the other employees. 

Mr. FitzGerald intends to join the United 
States Army in any capacity in which he can 
serve. He has arranged to take a course at the 
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Von Arx, 


jt. 


John H. 
Allen, Jr. 


College of the City of New York 
_which will qualify him for mem- 


P ‘The 
bership in the Officers’ Reserve ACE 
Corps. 


EWIS H. DE BAUN, a member of the 

executive staff of Pace Institute, enlisted in 
Company B, First Battalion, New York Signal 
Corps, National Guard, on November 22, 1910. 
He was warranted corporal on June 27, 1912, 
sergeant on July 8, 1915, and first-class sergeant 
on June 20, 1916. On July 1, 1916, he received 
his commission as first lieutenant, and was as- 
signed to duty with the company in which he 
had served as an enlisted man. 

From June 19, 1916, to December 24, 1916, in 
response to the call of President Wilson, this 
company was on Mexican-border service, being 
stationed at McAllen, Texas. The work of the 
company consisted of the construction, mainte- 
nance, and operation, of the military telephone 
and telegraph lines in the sector from Donna 
Pump on the east to Los Ebanos on the west. 
Within this district were included the three prin- 
cipal camp-sites of the New York Division: 
Mission, McAllen, and Pharr, as well as all out- 
post positions along the Rio Grande. 


EORGE W. VON ARX, JR., a member of 

the staff of Pace Agency for Placements, 
Inc., enlisted on June 4, 1912, as a private in 
Company C, Fourth New Jersey Infantry. In 
August of that year he took part in the Con- 
necticut maneuvers for fourteen days. In Sep- 
tember, 1912, he qualified as marksman; in June, 
1913, he was made a corporal; and in August, 
1913, he qualified as sharpshooter. 

In June, 1914, Mr. Von Arx was rated as in- 
structor in rifle practice at the musketry school, 
Sea Girt, New Jersey. This school covers a 
period of instruction of five days on the United 
States magazine rifle. In June, 1916, on being 
promoted to a sergeant, he was mustered into 
the service of the United States and ordered to 
Douglas, Arizona. 

In August, 1916, he was transferred to the Ma- 
chine Gun Company, made a first sergeant, and 
commissioned as second lieutenant in Company 
L, Fourth New Jersey Infantry. He later quali- 
fied as expert rifleman at Sea Girt, and in Oc- 
tober, 1916, was mustered out of service. Only 
recently Mr. Von Arx was again summoned, and 
he is now with the New Jersey State Militia. 


OHN H. ALLEN, JR., a member of the Pro- 
motion Department of Pace Institute, enlisted 
in Battery F, First New York Field Artillery, 
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on the 28th of February, 1913. Mr. 
Allen has now been in service more 
than four years. This service was 
interrupted for several months, 
when he was stationed in Havana as an engi- 
neer of the Cuban Republic. 

From June 19 to November 15, 1916, Mr. Allen 
served as gunner corporal with his regiment at 
McAllen, Texas. Aside from the work with the 
field piece during action, this position involves 
responsibility for the serviceable condition of a 
gun, caisson, two limbers, and equipment. 

For some months Mr. Allen acted as statis- 
tician of the American Defense Society, Inc., 
where he had an unusual opportunity to study 
the general organization and working of military 
forces. At this time he became interested in the 
formation of the Stuyvesant High School Train- 
ing Corps, a body which he has since assisted 
in various ways. Mr. Allen also helped organize 
the Home Defense League for the Fourteenth 
Precinct, and served in it as first lieutenant until 
his removal from the city last June. 

Having read a great deal along military lines, 
Mr. Allen is now devoting his spare time to spe- 
cial studies. With the knowledge gained in this 
way, and with his present fund of information 
and experience, he hopes for favorable consider- 
ation on an application he has filed for a com- 
mission as first lieutenant of field artillery in the 
Officer’s Reserve Corps of the United States 
Army. 


HARLES T. BRYAN, graduate of Pace 
Institute and instructor in Accounting, en- 
listed on March 1, 1912, as fireman in the Engi- 
neer Division, Second Battalion, Naval Militia 
of New York. He was detailed as an acting yeo- 
man and then rated as machinist’s mate, con- 
tinuing, however, his duties as yeoman. In June, 
1916, he received the rating of yeoman, first class, 
and he has recently made application for an offi- 
cer’s commission in the Naval Reserve. 

Mr. Bryan acted as engineer’s yeoman on the 
cruises made by the Second Battalion on the 
United States battleships Jowa, Alabama, 
Kentucky, and Maine, in 1912, 1913, 1915, 
and 1916, respectively. He was also one of the 
crew assigned to the battleship Missouri at the 
time of the fleet review on the Hudson River. 

In addition to the above experience, Mr. Bryan 
has been and still is a close student of matters 
connected with the Naval Militia. For several 
years he has attended weekly lectures and drills 
at the armory, and in various other ways he has 
aimed to make himself proficient in the duties 
required of naval militiamen. 
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H ORATIO N. DRURY, head of 
the Department of Publicity 
of Pace Institute, had four years of 
military training during his college 
course at the University of Vermont, from which 
he was graduated in 1900. In his freshman year 
he was a private; in his sophomore year, a cor- 
poral; in his junior year, a first sergeant; and in 
his senior year, one of four captains, each in com- 
mand of about one hundred men. 

Drills were held twice a week during each col- 
lege year. Intensive courses in military tactics 
were given, and much practical experience in 
field work was afforded to all male members of 
the college body. The military work was under 
the command of an officer of the regular Army, 
detailed to the University as Professor of Mili- 
tary Science and Tactics. 

During Mr. Drury’s senior year, the University 
of Vermont battalion was chosen by visiting 
officers of the Army, acting under orders from 
the War Department, as being one of the five 
best-drilled college battalions in the country. 


ILLIAM H. HIRSCHMANN, a gradu- 

ate of Pace Institute, 1916, and the pres- 
ent head of the Pace stenographic staff, is a 
graduate of the Xavier High School, New York 
City, which for more than a generation has 
taught military science and tactics under the 
supervision of the Department of War. Mr. 
Hirschmann rose to the rank of first lieutenant, 
and was awarded several medals for marksman- 
ship. He was a member of his company’s rifle 
team in the annual competition, a competitor in 
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the individual marksmanship con- 
test, and a member of the school 
rifle team competing in the school 
tournament at Madison Square Gar- 
den. The Cadet Regiment of the Xavier High 
School is one of the largest in the country. Its 
influence very often has the effect of leading stu- 
dents into the regular Army, the National Guard, 
and the Plattsburg camps. 


EORGE P. BUECHNER, a member of the 
staff of Pace Agency for Placements, Inc., 
is a member of The High School Sharpshooters’ 
Association. This is a body of young men, over 
one thousand in number, who, during their high- 
school years, qualified as sharpshooters, either at 
the Peekskill state rifle range, at one of the city 
ranges, or on the subtarget machine gun. 

The organization is self-supporting and abso- 
lutely independent of either the federal or state 
service, but is subject to call from either. The 
members supply their own uniforms and also 
the ammunition for rifle practice. 

The purpose is to maintain a high standard 
of efficiency in the use and handling of fire arms, 
and to promote increased accuracy in their firing 
on the part of those who have already attained 
this standard. The object of the drills is to create 
a body of men who will be able to assist the 
mayor in protecting life and property within the 
city in time of urgent need. The services of these 
men, however, would be required only when the 
mayor is awaiting the codperation of the gov- 
ernor, and when immediate protective action is 
necessary. 


Accounting Application of Tax Laws 


Special Study Course in Federal Taxes 


Tax legislation of recent years has involved in- 
tricate accounting problems, creating a demand 
for expert instruction in the interpretation of the 
Laws from the accounting view-point. 


Pace Institute, New York, has arranged a special 
fifteen weeks’ course (evening sessions) on the 
Accounting Application of Federal Tax Laws. 
The Course will begin May 9, 1917. 


All recent Tax Legislation and Treasury and Court decisions will be included 
in the study. Emphasis will be placed on the Federal Income Tax and any 
new special War Tax legislation will be fully discussed. 
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6 ODERN Military Organi- 
zation includes both men 
and women. It begins at 

the home, the farm, and the factory, 

and extends in a continuous chain 
of team-work, to the firing-line. 

“One of the biggest problems of 
organization will be to provide 
trained workers in clerical duties. 
Aside from the requirements of the 
Government, thousands of vacancies 
will need to be supplied in transpor- 
tation and industrial corporations, 
in order that their efficiency may be 
maintained.” 

These words taken from a recent 
advertisement of The Pace Insti- 
tute appearing in the New York pa- 
pers are self-explanatory. A war of 
the magnitude of the present con- 
flict calls for a very intensive or- 
ganization on the part of the differ- 
ent belligerents. The women of the 
United States are anxious to do 
their part, but a group of great size, 
working with no predetermined plan 
is fully as likely to do harm as good 
to the cause for which it has en- 
listed itself. 

It is with this idea in mind that 
Pace Institute has decided to place, 
without charge, the resources of its 
organization at the disposal of 
groups of women who may wish to 
receive training in clerical work 
which will fit them for duties in the 
Government service, or in the ser- 
vice of private corporations to take 
the place of men who have been 
called to the colors. 

The course will be ten weeks in 
length, class sessions being held at 
3:30 on Tuesdays and Fridays. The 
work to be taken up will cover thor- 
oughly the entire field of clerical 
routine, such as receipt and dis- 
bursement of cash, pay-roll forms 
and records, purchases and stocks, 
budget forms and records, office 
procedures, and arithmetical calcu- 
lations. The work on office pro- 
cedure will be especially thorough, 
including filing and indexing of cor- 
respondence and documents, and the 
demonstration and explanation of 
ordinary office appliances. 

Because several members of the 
Pace Organization have had experi- 
ence in the War Department at 
Washington, Government forms and 
records will be made available for 
the students of the course, so that 
they will get practice in following 
the forms actually used to-day in 
Government service. 

The raising and equipping of an 
army of one-million men is in itself 
a stupendous undertaking. Few 
people realize, however, the im- 
mense amount of clerical work oc- 
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casioned by the mobilization of such 
a vast army. Even in times of 
peace the War Department has been 
short of clerks, and when its activi- 
ties are to be increased fully five 
fold, it will readily be seen that the 
woman who wishes to serve her 
country in a material way will have 
a large opportunity before her in 
the Government service alone. 

The National League for Wom- 
an’s Service has strongly indorsed 
the Course and is sending to Pace 
Institute a group of fifty of its mem- 
bers for training in clerical work. 


EW people know much about 

the smallest and oldest branch 

of the United Service—the 
United States Marine Corps. Or- 
ganized as early as 1775, this valiant 
Corps has ably participated in every 
important American battle on land 
and on sea. 

Webster defines a marine as “a 
soldier of the sea.” From this defi- 
nition it must not be supposed that 
the Marine Corps operates only 
with the Navy. Quite frequently 
the service is on land with the 
Army. Coéperating with both 
branches, the Corps has probably 
seen service in more lands than 
either branch. A list of countries 
where the Corps has been in action 
includes: Egypt, Algiers, Tripoli, 
Mexico, China, Japan, Korea, Cuba, 
Porto Rico, Panama, Nicaragua, 
Santo Domingo, Formosa, Sumatra, 
Hawaii, Samoa, Guam, Alaska, the 
Philippine Islands, and Haiti. 

Our recent experience at Vera 
Cruz brought to the attention of the 
public the importance of a trained 
landing party. This has been the 
main duty of the Marine Guard on 
board ships. In addition, as the 
term “Marine Guard” implies, Ma- 
rines guard the ship. Should the 
ship be called into action, the Ma- 
rines man the intermediate and sec- 
ondary batteries. It is claimed that 
most of the damage wrought on 
Cervera’s fleet at Santiago in the 
Spanish-American War was the 
work of the intermediate and sec- 
ondary batteries manned by Ma- 
rines. 

Mobility is the chief characteris- 
tic of the Marine Corps. Men are 
always moving from one station to 
another. No hurly-burly confusion 
attends the dispatch of a force of 
Marines. In fact, if they remain 
long at one place, they become rest- 
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less and uneasy. Because of this 


The 


ability to get into action quickly, Marine 


the Marines are usually the first of 
Uncle Sam’s fighting forces called 
upon to meet an enemy. 

Aside from appealing to the ven- 
turesome, the Marine Corps has an 
appeal quite different from that of 
the other branches of the service. 
In the Army, the unit in which the 
soldier takes pride is his company 
or his regiment. In the Navy, it is 
the ship on which the bluejacket is 
stationed. In the Marine Corps, it 
is the Corps itself. As one officer 
puts it, “The Marine Corps is like 
one large family.” Moving from 
company to company, from post to 
post, from ship to ship, each mem- 
ber of the organization serves with 
a large number of his comrades. It 
sometimes seems as though every 
man knew every other man in the 
Corps. 

From this good fellowship ema- 
nates an intense pride in the organi- 
zation, in its traditions, its customs, 
its valor. Every man knows its 
motto, Semper Fidelis. History 
records how the Corps has lived up 
to this motto in the past. Future 
history will record that in fact, as in 
name, it embodies the dominating 
spirit of the Marine Corps. 


66 OR God—For Country—For 
Home.” These words con- 
stitute the motto of the 

National League for Woman’s Ser- 
vice, an organization formed by a 
group of patriotic women a few 
short months ago, because they felt 
that the present crisis demanded not 
only serious thought, but also some 
sort of concerted action. 

These women felt that it was not 
enough that they sit quietly at home 
and cheer the men as they left for 
the battle front. They believed 
that women could do something 
more; that they could do something 
concrete and constructive for the 
country; hence the formation of the 
League. 

Its object, quoting from a regis- 
tration blank, is “To codrdinate and 
standardize the work of women of 
America along lines of constructive 
patriotism; to develop the resources 
of women in meeting their every- 
day responsibilities to home, to 
state, to Nation, and to humanity; to 
codperate with the Red Cross and 
other agencies in meeting any 
calamity—fire, flood, famine, eco- 
nomic disorder, etc., and in time of 
war to supplement the work of the 
Red Cross, the Army, and Navy, 
and to deal with questions of wom- 
en’s work and women’s welfare.” 
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The League is performing a most 


useful service in mobilizing the 
woman-power of the nation. The 
importance attached to its work 


may be gathered from the fact that 
three members of the organization 
committee have been invited by the 
Council of National Defense to con- 
fer with the Council regarding the 
relation of the woman-power of the 
country to the problem of national 
defense. 

The League is working hard to 
enroll women who are willing to 
volunteer their services in time of 
emergency. 

The enrolment blanks register 
women for work in various depart- 
ments, such as the commissariat, 
agriculture, industry, motor-driving, 
and office work. 

Those women registered in the 
league are classified very carefully 
in order that in a crisis they may be 
instantly available. State organiza- 
tions in practically every state in 
the Union greatly facilitate the 
work of the national body. 

Miss Grace Parker, national 
commandant of the League, has 
spent some months in England ob- 
serving conditions there, especially 
in regard to the part the women 
are playing in the great war. She 
found that women are carefully or- 
ganized to give all the aid in their 
power to the men who constitute 
the actual fighting force. Some of 
the plans worked out there she 
hopes to put into effect in this 
country. 

The National League for Wom- 
an’s Service is supporting without 
reservation the new course offered 
by Pace Institute in Emergency 
Clerical Service for Women, and is 
cooperating with the Institute by 
sending to it a class group of fifty 
women for emergency training in 


clerical duties. 
I up an opportunity for the gradu- 

ates and students of the Wash- 
ington School of Accountancy. Just 
how far industrial mobilization will 
go, no man can predict. It may 
even extend to the operation of in- 
dustrial plants by the Government, 
their products to be utilized by the 
Government, and a fair profit turned 
over to the owners. Should this be 
necessary, or even if not carried to 
quite this extent, industrial mobili- 
zation will call for two classes of 
men: First, those in the Govern- 
ment who understand the methods 
of commerce; Second, those in com- 
merce who understand the methods 
of Government. Graduates and 
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students of the Pace Courses in 
Washington are in both of these 
classes. 

Important positions in the Gov- 
ernment to-day of an accounting 
nature are held by many graduates 
of our Washington School. J. A. 
Councilor, in the Treasury Depart- 
ment, is one of a committee which 
passes upon all forms by disbursing 
officers of the Government. These 
forms naturally include those sug- 
gested by disbursing officers of the 
Army, the Navy, and the Marine 
Corps. These disbursing officers, in 
some instances, pay the men who 
serve in the military or naval estab- 
lishments, and, in other instances, 
make disbursements to those who 
furnish the supplies and the mate- 
rials used by the various branches 
of the United Service. 

Mr. John Barber, another gradu- 
ate, is in the office of the auditor for 
the Navy Department. One of Mr. 
Barber’s duties has been to teach 


new paymasters entering the Navy. . 


In the Navy, a paymaster not only 
pays the men, but also attends to 
the disbursements connected with 
supplies for stations from ships. 
Their duties necessitate constant 
dealings with men engaged in ac- 


tive commerce. Mr. Barber’s ac- 
quaintance with commercial meth- 
ods and with Government account- 
ing, peculiarly fits him to teach these 
candidates for positions as pay- 
masters. 

Further removed from the mili- 
tary and naval branches, but never- 
theless in a useful department of 
Government activity, is Mr. R. M. 
Neu. Mr. Neu is with the Federal 
Trade Commission. Very probably 
a large part of the suggestions con- 
cerning industrial mobilization will 
emanate from this Commission. In 
the publication of its pamphlets on 
retail store accounting, and on cost 
accounts for manufacturers, Mr. 
Neu ably assisted the Commission. 

Transportation is another impor- 
tant factor of industrial mobiliza- 
tion. David Graham, instructor in 
the Washington School, and D. S. 
Van Buskirk, both graduates of the 
School, hold responsible positions 
with the Interstate Commerce Com- 
mission. 

Since most of the Washington 
students are in some branch of the 
Service, a recital of all actually en- 
gaged in the work is impossible. 
Nevertheless, their training fits 
them to meet the demands of the 
present situation. 

In addition to those in the Gov- 
ernment service, numerous others 
have passed out into industrial 
work. Among these are: Back, 
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Cooper, McKee, Gottschall, Boose, 
Cook, Saxton, Wrenn, and Wilcox. 
All of these men have been in active 
Government work, and are familiar 
with the methods and procedures of 
the Government. 

There is no question that every 
resource of the Nation, human and 
material, will be called upon in this 
emergency. Perhaps Mr. Schnepfe 
and his coworkers on the faculty 
will have the pleasure of finding 
Washington students ably assisting 
in the work to be done. 


British Government. was re- 

duced twenty-five to thirty 
per cent. is a story of deep interest 
to accountants and students of cost 
accounting, and to the American 
Nation—now a participant in the 
great world-war. 

The Accountancy profession may 
well feel proud of the work 
achieved by one of its members, Sir 
. S. H. Lever, in his recent capacity 
as Assistant Financial Secretary to 
the Ministry of Munitions. Else- 
where in this issue, a brief sketch 
of the remarkable career of Sir 
S. H. Lever will be found. Here we 
confine ourselves to a brief review 
of the particular work accomplished 
by Mr. Lever in the Munitions’ De- 
partment in England. 

For the information contained 
herein, we are indebted to The Ac- 
countants’ Journal, issue of Decem- 
ber, 1916. 

When Mr. Lever assumed his 
duties at the Ministry, one of the 
first things he did was to inquire 
about the prices paid for shells. He 
says: “It rather developed that the 
prices being paid were what had 
been paid before, and that no infor- 
mation was in the Department mak- 
ing the contracts as to the actual 
cost—as to what value you were 
getting for what you were paying.” 
He set to work with the aid of ac- 
countants and engineers to compile 
the costs of the various shells. 
The big armament firms were then 
confronted with these costs, with 
the result that the price of shells 
was immediately cut down twenty- 
five to thirty per cent. 

Next, the Government shell fac- 
tories were the subject of investiga- 
tion by Mr. Lever. Quoting again 
from his statements: 
that we might see just exactly what 
these factories were doing—in order 
that the Finance Department might 
keep an eye on the results—we in- 
stituted a cost system in each of 
these factories by which we get a 
monthly return in detail of the cost 
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of each shell. . . The first thing 
we had to do was to train the ac- 
counting men in the factories to 
realize how they were to get their 
detail. I prepared booklets explain- 
ing how they were to go about it, 
and giving them all the forms.” 
The cost covers labor, material, and 
all overhead expenses, except de- 
preciation on the plant. 

Two statements culled from the 
remarks of Dr. Addison, Parliamen- 
tary Secretary to the Ministry of 
Munitions, reflect the value of the 
cost system just mentioned. 

(1) “The economies which have 
been exercised and the savings 
which have been made, as the re- 
sult of information which has been 
gathered together and collected and 
applied in a scientific way, amount 
to many millions of pounds.” 

(2) “The adoption of this system 
has been of incalculable benefit to 
industry itself, because there is 
nothing that I have seen in the 
course of my experience at the Min- 
istry of Munitions which enables us 
to put our finger upon inefficiency 
with such wunerring accuracy as a 
system of that kind.” 

These statements of Dr. Addison 
form a glowing tribute to the con- 
structive work of the accountant. 
In this case a saving to the British 
Government of vast sums of money 
has been effected, and inefficiency 
and waste have been laid bare. 
What will accountants in America 
do with the opportunities for ser- 
vice that are sure to present them- 
selves, as we take our part in the 
struggle for right and liberty? 


HE Hudson Terminal Barber 
Shops, Inc.,a corporation con- 
trolling seven New York bar- 

ber shops, reputed to be the best 
equipped and best managed in the 
world, have taken a positive stand 
in respect to patriotism and loyalty 
to the American Government, as 
evidenced by the following circular 
letter recently sent by Joseph B. 
Schusser, the president of the Board 
of Directors, to every employee of 
the corporation: 

“Our number is made up in part 
of men of foreign origin. To them, 
in this great crisis for America, I 
regard it as my patriotic duty, and 
privilege as well, to say a word of 
counsel. 

“You, or your fathers before you, 
came to this country seeking social 
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and political liberty, and the great Pa¢riotic 
derived Counsel 


opportunities which are 
from our free institutions. That you 
should retain in your hearts the love 
of your fatherland is but natural 
and inevitable. But, now that the 
country of your adoption is itself 
threatened by the danger of war in 
the defense of the honor and integ- 
rity of its people and its institutions, 
there is no allegiance which can be 
yours save the single, absolute, and 
unadulterated allegiance to America. 

“Whether you are a citizen by 
birth or by choice, I appeal to you 
to stand behind our President in 
whatever decision he may make for 
the honor, safety, and welfare of 
our country. 

“This land of liberty has given 
you what you sought upon her 
shores. She has exacted but little 
in return. 

“Whatever the country of your 
origin, whatever your sympathies 
may have been, America now de- 
mands your full and_ undivided 
loyalty and devotion. Stand behind 
her as one man in her hour of crisis, 
even though you be brought into 
conflict with your own blood and 
bone. 

“Let us think peace and pray for 
it, but keep our minds steady and 
our hearts and arms strong so that 
if the needs shall come we shall be 
ready to give our all in the defense 
of our common country.” 


EW interest has been awak- British 
ened in all matters pertain- Red Cross 
ing to the war, now that our Statistics 


own Nation has entered the arena 
and faces its foes. Before the day 
dawns when victory shall unfurl its 
banner, there will doubtless be the 
need of heavy expenditures for 
various purposes—among others, 
Red Cross work. 

The statistics showing the in- 
come and expenditure of the Brit- 
ish Red Cross Society and the Or- 
der of St. John of Jerusalem will, in 
this connection, prove of interest to 
some of our readers. 

From the issue of The Account- 
ant, dated March 10, 1917, we ascer- 
tain that the total income under the 
control of the joint finance commit- 
tee of the two organizations men- 
tioned amounted to £3,064,232 for 
1916, while the expenditure for the 
same period amounted to £1,815,353. 
It is pointed out that a remarkable 
feature is the extraordinarily low 
cost of administration. “During 
1916, the cost of Red Cross admin- 
istration at home and in all theatres 
of war (excluding hospitals) amount- 
ed to £85,298, or only 6.67 d. in the £ 
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received; while the cost of adminis- 
tration at headquarters was but 4.15 
d. in the £ on the income and 7 d. in 
the £ on the expenditure. . A 
feature that will especially interest 
and gratify our readers is the large 
share that professional accountants 
have taken in this remarkable or- 
ganization.” 


N interesting piece of legisla- 
A tion recently enacted in the 

United Kingdom, is the “Reg- 
istration of Business Names Act, 
1916.” For a long time the judg- 
ment of competent business men 
has demanded the registration of 
firms and individuals whose trading 
styles fail to disclose the identity 
of the persons in interest. At the 
commencement of the war, general 
regret was experienced that no law 
had been passed making registration 
obligatory on the part of firms and 
individuals whose firm style did not 
reveal the names of the individuals 
involved. Quoting from The Ac- 
countants’ Journal, issue of March, 
1917: “The legislation considered 
by so many people in normal times 
to be desirable, as a consequence of 
the war was deemed to be an urgent 
necessity. Nevertheless, the new 
Act cannot be correctly described as 
a war measure, as its main purpose 
is to safeguard the interests of the 
commercial community, and the 
public generally, after the war.” 
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We are indebted to The Account- 
ants’ Journal for the information in 
the following summary: “In general, 
every firm having a place of busi- 
ness in the United Kingdom is re- 
quired to register if it adopts a trad- 
ing style which does not consist of 
the surnames of all the partners. 

“If an individual does not trade 
under his own surname he is re- 
quired to register. 

“If an individual or a member of 
a firm has at any time changed his 
name (except, in the case of a 
woman, in consequence of mar- 
riage), the individual or firm must 
register. There are, of course, spe- 
cific provisions as to the firms and 
individuals who must register, which 
would have to be carefully noted by 
persons interested.” 


LERICAL training for re- 

turned wounded soldiers has 

been introduced by the New 
Zealand Society of Accountants. 
We quote from an article appearing 
in The Accountants’ Journal, issue 
of December, 1916. 

“With a view to assisting returned 
partially disabled soldiers in obtain- 
ing clerical employment, the Coun- 
cil adopted a scheme whereby the 
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Society provides free clerical train- 
ing in office routine and bookkeep- 
ing to such men as are recom- 
mended therefor by the Discharged 
Soldiers’ Information Department 
of the New Zealand Government.” 


WALTER E. OATES, New York 
Institute of Accountancy, formerly 
employed in the accounting depart- 
ment of the United States Tire 
Company, has “been engaged as 


Trai 
for 

Retur. 
ing — 
Soldier 


bookkeeper for the Hampton Shops. — 


ANTHONY J. PAGET, Account- 
ancy Institute of Brooklyn, who was 
formerly employed in the cost ac- 
counting department of Kirkman & 
Son, has entered the practice of pub- 
lic accounting on the staff of J. E. 
Graef & Company. 


J. E. P. MORGAN, Pace Institute 


of Accountancy, Extension Division, 


who was formerly on the staff of 


Price, Waterhouse & Company, has 
accepted a position in the treasurer’s 
office of the General Electric Com- 
pany, Schenectady, N. Y. 


FRANK GRANVILLE, formerly 
auditor of the Porto Rico Light and 
Power Company, San Juan, Porto 
Rico, has accepted, through the Pace 
Agency for Placements, Inc., the 
post of accountant at Consuela, 
Santo Domingo, for Messrs. Bar- 
tram Brothers, of New York City. 


Judging from the Past 


Every year the demand for copies of The Annual Review of The Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted. 


The Annual Review of The Annalist contains the most complete 
and exhaustive summaries of business and industrial development 
to be found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular and Statistical data gathered together in reviews form a 
treasury from which the man who is interested in the commercial 
development of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annalist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps. 
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\ATRIOTISM was the dominat- 
| ing note of the Fourth Annual 
Dinner of the Accountancy stu- 
dents of the Metropolitan Dis- 


trict, held at the Machinery 
Club, on April 28th. Patriotic 
songs were sung. Patriotic 
speeches were made. The spirit 


of patriotic democracy as well as of educational 
uplift was in the air. “Our Country First” was 
the banquet message brought to the 700 diners— 
students, members of the faculty, and invited 
guests—by George T. Wil- 
son, vice-president of the 
Equitable Life Assurance So- 
ciety; Edward James Cat- 
tell, statistician of the city 
of Philadelphia; and Homer 
Rodeheaver, musical director 
of the Billy Sunday evan- 
gelistic organization. It was 
a speaking program that 
throbbed with the outpour- 


ing of exalted thoughts 
clothed in words of force 
and beauty. 


“Developing yourself is 
the source and secret of 
efficiency,” said Mr. Wilson, 
in responding to the toast 
“Efficiency.” With pungent 
anecdote and sparkling wit- 
ticism Mr. Wilson, himself 
a notable example of the business success that 
has a lowly beginning, kept the interest of his 
hearers at a high pitch of enthusiasm. Mr. 
- Wilson, out of a wide experience, drove home 
truths that, taken literally, constitute a sound 
philosophy of individual success. Underneath 
Mr. Wilson’s eloquent address ran the under- 
tone of loyal service to one’s fellows and to 
one’s country, as being the highest expression 
of efficiency—a sentiment that evoked enthusi- 
astic appreciation, not only on the part of the 
students, but also on the part of the invited 
guests, many of them educators and business men 
accustomed to wrestling with the practical prob- 
lems of life. 
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“I am an optimist,” said Mr. Cattell when he ge 
rose to speak upon “Getting the Most Out of Annual 
Life,” “and I always shall be, even after I have Stu- 


grown up.” 


After listening to Mr. Cattell’s ad- dents’ 


dress, every one present became an optimist—at Djnner 


least for the time being. Words cannot do jus- 
tice to the beauty or to the inspiring loftiness of 
Mr. Cattell’s message. One moment the audi- 
ence were laughing unrestrainedly at witty sal- 
lies and happy asides; the next moment, tears 
began to come unbidden. The joy of life, the 
beauty of it, the pathos of it—these were the 


chords upon which Mr. 
Cattell, at eight-four “the 
youngest man_ present,” 


played with the sure touch 
of the master word-organist. 
And when, in closing, Mr. 
Cattell told of having known 
Abraham Lincoln intimately, 
and spoke of “those sad, 
dark eyes of his,” and urged 
that every one present stand 
by the flag that “Lincoln 
loved,” there was a silence 
that is the highest possible 
tribute to an orator. Then 
applause that would not be 
denied broke forth—the kind 
of applause that is a safety- 
valve for heart-throbs. 

“Brighten the Corner” and 
finally “America,” sung by 
the entire audience under the leadership of Mr. 
Rodeheaver, brought the evening to a most suc- 
cessful climax. One had only to listen to Mr. 
Rodeheaver and to observe his skilful handling 
of his audience, to understand why his reputa- 
tion as a musical director extends from coast 
to coast. 

The promotion of the banquet was under the 
direct charge of Lewis H. DeBaun, of the Pace 
Administrative Staff, assisted by class commit- 
teemen from the four Metropolitan Schools— 
Pace Institute, The Accountancy Institute of 
Brooklyn, Newark School of Accountancy, and 
New York Institute of Accountancy. 

In addition to the students and members of 


Speakers 


Fourth the faculty, many prominent ac- 
Annual countants, business executives, and 
Students’ 
Dinner these guests were Charles F. Mc- 
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Guests 


educators were present. Among 

Whorter, C.P.A., and David E. Boyce, C.P.A., 
of McWhorter, Boyce, Hughes & Farrell; F. G. 
Colley, C.P.A., John B. Niven, C.P.A., and Wil- 
liam E. Freeman, of Touche, Niven & Co.; 
L. H. Conant, C.P.A.; Hamilton S. Corwin, 
C.P.A., and J. S. M. Goodloe, C.P.A., of Patter- 
son, Teele & Dennis; F. G. DuBois, C.P.A.; 
Adolf S. Fedde, C.P.A., of A. S. Fedde & Co.; 
H. D. Greeley, C.P.A.; H. B. Hart, C.P.A.; 
Charles Hecht, C.P.A.; F. H. Hurdman, C.P.A.; 
S. D. Leidesdorf, C.P.A.; E. W. Lovejoy, C.P.A., 
of Lovejoy, Mather & Hough; R. H. Montgom- 
ery, C.P.A., of Lybrand, Ross Bros. & Mont- 
gomery; G. W. Myer, Jr., C.P.A., and W. S. 
Whittlesey, C.P.A., of Whittlesey, Myer, & 
Wythes; J. Lee Nicholson, C.P.A.; John R. 
Sparrow, C.P.A., of Sparrow, Harvey & Co.; 
J. E. Sterrett, C.P.A., of Price, Waterhouse & 
Co.; E. L. Suffern, C.P.A., of Loomis, Suffern 
& Fernald; W. F. Weiss, C.P.A., of William F. 
Weiss & Co.; George Wilkinson, C.P.A., of 
George Wilkinson & Co.; E. B. Yale, C.P.A. 
(N. J.). 

James Addison, auditor, Franklin Railway 
Supply Company; C. W. Dietrich, general sec- 
retary, M. S. Tuttle, B.S. in Econ., educational 
director, and E. A. Malmquist, B.S., assistant 
educational director, Brooklyn Central Y.M.C.A.; 
F, P. Lamphear, educational director, and A. H. 
Armstrong, A.M., assistant educational director, 
Twenty-third Street Y.M.C.A.; H. A. Cozzens, 
general secretary, and H. A. Townsend, A.B., 
educational director, Newark Y.M.C.A.; Frank 
L. Bailey, Julia Richman High School; A. G. 
Belding, C.P.A., High School of Commerce; 
G. S. Blakely, A.M., principal, Evander Childs 
High School; W. A. Brown, A.B., educational 
director, New York Chapter, American Institute 
of Banking; Lewis Carris, LL.B., A.M., and 
A. B. Meredith, A.M., New Jersey State Board 
of Education; J. D. Dillingham, Ph.D., principal, 
Newtown High School; J. H. Grotecloss; W. M. 
Jackson, assistant educational director, National 
City Bank; E. R. Von Nardroff, D.Sc., principal, 
Stuyvesant High School. 

E. E. Ferris, sales manager, Phenix Cheese 
Co.; Richard FitzGerald, C.P.A., comptroller, 
Marden, Orth & Hastings; E. W. Given, Ph.D., 
chairman, Educational Committee, Newark 
Y.M.C.A.; A. R. Grow, actuary, New York 
Life Insurance Company; P. W. Henry, C.E., 
vice-president, American International Corpora- 
tion; Luther Hill, LL.B., and A. L. Taylor, A.B., 
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LL.B., Pace Institute, Boston; F. W. 
Lafrentz, C.P.A., president, Ameri- 
can Surety Company; D. A. McMil- 
lan, LL.B., Central High School, 
Newark; H. M. Maxson, B.Pd., principal, New 
Jersey State Normal School; C. A. Mayo, Ph.M., 
editor, American Druéggist; C. E. Meleney, Ph.D., 
associate superintendent, Board of Education, 
New York; Holmes W. Merton; W. S. Morgan, 
C.P.A. (Mass.), director, Pace Institute, Boston; 
J. G. Olmstead, A.B., vocational director, Provi- 
dence Y.M.C.A.; F. P. Pitzer, welfare director, 
Equitable Life Assurance Society; L. E. Pratt, 
A.B., of Lewellyn E. Pratt, Inc., advertising con- 
sultants; G. J. Raynor, A.M., assistant principal, 
Commercial High School. 

C. H. Schnepfe, Jr., C.P.A. (Md.), director, 
Pace Institute, Baltimore; E. E. Scott, auditor, 
Equitable Life Assurance Society; F. H. Sillick, 
comptroller, Hudson & Manhattan Railroad; 
C. M. Smith, codrdinator, Board of Education, 
New York; Miss Lillian M. Smith, A.B.; W. B. 
Symmes, Jr., A.B., LL.B., of Davis, Symmes & 
Schreiber; Joseph Tausek, welfare director, 
Western Union Telegraph Company; J. L. 
Tildsley, Ph.D., associate superintendent, Board 
of Education, New York; I. W. Travell, prin- 
cipal, Ridgewood (N. J.) High School; A. C. 
Vinal, B.S., general supervisor of traffic, Ameri- 
can Telephone and Telegraph Company; Miss 
Amy Weaver, office manager, Robert H. Inger- 
soll & Bro.; J. C. Penney, president, J. C. Penney 
Company, Inc. ; 


OMETIMES compromise is a wise means of 
S avoiding conflict. At other times a proposed 
compromise is like a half-frozen river, which you 
can neither boat, nor swim, nor walk, nor skate 
across. When any nation offers America such 
a compromise for a clear right of way, there is 
but one alternative. America has taken that 
alternative. 


F all the causes leading to reformation in 
O international law, Kent ascribes the most 
weight to the intimate alliance of the powers as 
one great Christian community. “The influence 
of Christianity was very efficient toward the in- 
troduction of a better and more enlightened sense 
of right and justice among the governments of 
Europe. It taught the duty of benevolence to 
strangers, of humanity to the vanquished, of the 
obligation of good faith, and of the sin of mur- 
der, revenge, and rapacity.” International law 
is simply a manifestation among nations of the 
ideals of Christianity. 


Enthusiasm lends ball-bearings to day’s labor. 
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: Lewellyn 
E. 
Pratt 


HE name of Lewellyn E. Pratt 

and the history and the devel- 

opment of the Advertising Club 
movement in America are insepa- 
rably linked together. Mr. Pratt, 
for seventeen years, has had a defi- 
nite and a highly productive part in 
shaping the methods, the principles, 
and the ideals of advertising in its 
scientific relation to all aspects of 
business. To-day his status in the 
national advertising field is admit- 
tedly that of expert counselor. 

Mr. Pratt was born in Oakland, 
California, forty-five years ago. He 
was educated at the Columbus, Ohio, 
high school, at Ohio State Univer- 
sity, and at Williams College, from 
which he was graduated, in 1894, 
with the degree of A.B. After 
teaching for three years in the Cen- 
tral High School at Columbus, he 
went into the advertising specialty 
business in which he has been en- 
gaged ever since. He is now the 
president and treasurer of Lewellyn 
E. Pratt, Inc., New York—a firm 
which renders sales-counsel service 
to advertising specialty manufac- 
turers throughout the country. 

During his many years in the ad- 
vertising business, Mr. Pratt has 
taken an active part in promoting 
the interests of the advertising 
brotherhood throughout the United 
States. He has served on the Na- 
tional Educational Committee of the 
Associated Advertising Clubs of the 
World since its establishment, and 
three years ago became its chair- 
man. For one year he was a mem- 
ber of the National Executive Com- 
mittee. He is treasurer of the Ad- 
vertising Club of New York, and 
has been a member of the National 
Advertising Commission since its 
beginning. He is chairman of the 
National Program Committee, which 
is now building the program for the 
convention to be held in St. Louis 
in June of this year. 

Mr. Pratt’s most far-reaching work 
has been done in connection with 
the Educational Committee already 
mentioned. ‘This committee found 
its origin in the resolution adopted 
at the Omaha Convention, in 1910, 
to give advertising clubs work all 
the year round. The committee was 
divided into six subcommittees: one 
on colleges and universities, one on 
schools and Y.M.C.A.’s, one on pub- 
lications, one on club programs, one 
on lectures, and one on libraries. 

The Committee on Colleges and 
Universities has already helped to 
organize classes in advertising in 
eighteen colleges and universities. 
These classes have, for the most 
part, been highly successful. 

The Committee on Schools and 


PACE STUDENT 
June, 1917 


Y.M.C.A.’s has done the same in 
about one hundred schools and 
Y.M.C.A.’s, working in close codép- 
eration with the International Edu- 
cational Committee of the Y.M.C.A. 
Eventually, this educational work, 
which is now reaching standardized 
form, will result in the bestowal of 
a certificate of value upon all who 
have passed successful examina- 
tions. 

The Committee on Publications 
has brought out seven books: “Ad- 
vertising as a Business Force,” by 


Lewellyn E. Pratt 


Advertising Counselor 


Professor Paul T. Cherington, of 
Harvard University; “Selling the 
Consumer,” by John Lee Mahin, 
president of the Mahin Advertising 
Agency, New York; “The New Busi- 
ness,” by Harry Tipper, advertising 
manager of The Texas Company, 
New York; “The Manual of Suc- 
cessful Storekeeping,” by W. R. 
Hotchkin, formerly sales manager 
of Wanamaker’s; “Ben Franklin— 
Printer,” by John C. Oswald, presi- 
dent of the Oswald Press, New 
York; “We,” by Gerald Stanley Lee, 
the Philosopher of Mt. Tom; and 
“Awakening of Business,” by Ed- 
ward N. Hurley, chairman of the 
Federal Trade Commission, Wash- 
ington. 

The Committee on Lectures has 
organized the Stockdale Lectures 
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for retail merchants. Frank Stock- 
dale, under the direction of this 
committee, has organized merchants’ 
institutes and, for the past three 
years, has addressed groups of 
merchants throughout the country, 
making three trips from coast to 
coast. During the first week in 
March, he delivered a series of five 
lectures before the Advertising 
Club of New York. These lectures 
deal with the fundamentals of mer- 
chandising, advertising being treated 
only incidentally as it serves the 
retail merchant and the ultimate 
consumer. 

The Committee on Libraries, un- 
der the guidance of John Cotton 
Dana, has worked for business 
branches of public libraries, and has 
aimed to introduce such branches 
to business men as money earners 
for them. Last year this commit- 
tee published a catalogue called 
“1600 Business Books,” which was 
the most complete thing of its kind 
ever attempted. 

The subcommittee chairmen work- 
ing with Mr. Pratt in this ambi- 
tious campaign of advertising edu- 
cation are: Publications—H. 
Houston, vice-president of Double- 
day, Page & Company; Colleges 
and Universities—Professor Paul T. 
Cherington, Harvard University; 
Y.M.C.A. Schools—Edwin L. Shuey, 
of Lowe Brothers Company, Day- 
ton, Ohio, and a member of the 
International Educational Commit- 
tee of the Y.M.C.A.; Club Pro- 
grams—Professor J. B. Powell, of 
the University of Missouri; Lec- 
tures—Professor Ralph Starr Butler, 
of New York University; Libraries 
—John Cotton Dana, librarian of the 
Free Public Library, Newark, New 


Jersey. 
The comprehensiveness of the 
course in advertising which Mr. 


Pratt and his Committee on Schools 
and Y.M.C.A.’s have worked out for 
those who wish to take up advertis- 
ing as a profession, may be gath- 
ered from the following standardized 
outline: The Advertising Field; A 
Brief History of Advertising; The 
Ad Writer and His Work; How to 
Lay Out an Advertisement; On the 
Use of Illustrations; What You 
Should Know About Paper, Type, 
and Ink; How to Advertise a Re- 
tail Business; Department Store Ad- 
vertising; Problems of the General 
Advertiser; Selling Goods by Mail; 
Fakes and Follies of the Ad 
Field; Functions of the Advertising 
Agency; The Advertising Solicitor; 
Canvassing the Field; Closing the 
Contract; The Advertising Man- 
ager; Newspaper Advertising; Mag- 
azines as Business Builders; When 
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Re- 
purchase 


O behind the scenes 
of a corporation and 
you will find that 
the motives, good 
or bad, of the men in control 
find expression in corporate ac- 
tion. These motives may affect 
the general public, creditors of 

the corporation, or the relations existing among 

the stockholders of the corporation. 

For example, take a president who controls a 
corporation which is approaching insolvency. He 
fears that he will lose his investment. In order 
to save himself, he arranges that the corpora- 
tion shall buy a part of his stock. The result is 


that for his stock he receives a part of the assets — 


of the corporation. If allowed to do this, he 
obtains for himself cash which should be avail- 
able to meet the debts of the corporation. 

Or perhaps the controlling stockholder is not 
satisfied with the profit-showing of the corpora- 
tion. He desires to get some money on his stock. 
In view of the universal rule against the decla- 
ration of dividends out of profits, he attempts to 
gain the same end by selling a part of the stock 
to the corporation. 

In both of these cases, it is assumed that there 
is no market for the stock, or that the controlling 
stockholder sells it to the corporation at a higher 
figure than would be possible in the market. 

These examples raise the question: Can a cor- 
poration buy its own stock? Should there be no 
statute prohibiting the corporation from doing 
so, it is legal, according to the majority of courts, 
for a corporation to buy its own stock, provided 
the rights of creditors are not adversely affected. 
Sometimes, as in New York, there is a pro- 
vision specifying that a corporation may acquire 
its own stock in payment of debts due the 
corporation. 


A corporation may seek to reduce its capital 
stock, indirectly, by purchasing its own stock. 


of Statutes usually limit the amount by which a 


Capital 
Stock 


corporation may reduce its capital stock. In 
New York, a corporation cannot reduce its capi- 
tal stock, if the reduced capital is less than the 
amount of its outstanding liabilities. Should it 
appear that the purpose of the corporation in 
purchasing its own stock is to reduce its capital 
stock in any other manner than that prescribed 
by statute, the courts will interfere. 

Sometimes the managers of a corporation, de- 
siring additional capital, induce an investor to 
buy stock by promising that the corporation will 
repurchase the stock, at a given figure, if he is 
later dissatisfied with his investment. The 
Supreme Court of the United States, as well as 
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state courts, hold that this agree- 
ment is good, as between the corpo- 
ration and the stockholder, but that 
it is not good, should the rights of 
creditors intervene. Not every creditor may 
object to the purchase. Creditors at the time 
of the agreement to repurchase, or creditors sub- 
sequent to the time of the agreement, but prior 
to the repurchase, may object. However, the 
courts will not interfere with the transaction 
at the behest of creditors who extended credit 
after the repurchase had been made. 

Some persons have reached the conclusion that 
a corporation cannot buy its own stock, because 
of a case arising in their experience in which 
it was not permitted. Others have reached the 
conclusion that a corporation may do so by rea- 
son of their knowledge of a case where it was 
permitted. This illustrates the danger of reach- 
ing conclusions on the basis of isolated cases. 
The confusion which has resulted from these 
hasty conclusions, may be removed by consider- 
ing the circumstances of each case in the light 
of the rules above given. 


ALES managers may let their enthusiasm to 

make sales override their discretion. One of 
the most efficient sales managers I have known 
increased the sales of a certain wholesale branch 
within a year three times the amount that had 
been sold by his predecessor. This sales man- 
ager was so anxious to move goods that he 
ignored the credit limitations established by the 
credit department of the organization. Some of 
the firms to which he had extended credit be- 
yond the limit failed, with the result that the 
corporation dispensed with the services of its 
manager. 

A sale is valuable to the business man only to 
the extent that it results in the receipt of cash. 
Therefore, any proposition which facilitates col- 
lection finds a hearty welcome in the business 
organization. One means being adopted by busi- 
ness men to solve this problem is set forth by 
Sherman P. Allen, assistant secretary of the Fed- 
eral Reserve Board, in The Nation’s Business, 
March, 1917, in an article entitled, “Acceptances— 
A Cure for Credit Complaints.” 


Although acceptances have only recently come 


into common use, they are a form of settlement 
long known to the commercial world. By an 
“acceptance” is meant a draft which the seller 
of goods draws on the purchaser, and which has 
been accepted by the purchaser. The purchaser 
accepts by writing the word “accepted” across 
the face and signing his name. The seller usu- 
ally draws the draft in favor of a bank. This 
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Accep- 
tances 


Law form of acceptance is a trade ac- 
Depart- ceptance. 
ment 


(Continued) 


In the case of a banker’s 
acceptance, the buyer draws upon 
the bank with which he has arranged 
for credit, making the draft payable to the seller. 
The bank accepts this draft and it is accordingly 
called a “banker’s acceptance.” Generally speak- 
ing, a banker’s acceptance is much more desir- 
able to the seller than a trade acceptance. 

Mr. Allen sets forth various economic benefits 
of the acceptance. I shall first quote the sum- 
mary contained in his article, and then add 
certain legal advantages which flow out of set- 
tlement by acceptances as against the use of 
the open account. Mr. Allen’s summary is: 


The trade acceptance is of benefit to the seller 
because— 

It completes the transaction, joining the payment 
with the shipment or invoice. 

It eliminates open book accounts, and substitutes 
bills receivable, or actual cash from discounted bills, in 
the assets of the seller. 

It gives to the seller additional credit facilities, 
in that such business paper, discounted, does not 
necessarily count in the amount of credit extended or 
authorized. 

By reason of its “double name” aspect, it has a 
broader and better market, and lessens interest rates 
for the seller. 

_It assures promptness and avoids unjustified exten- 
sions. 

It promotes economy and efficiency of operation by 
establishing codperation. 


Acceptances are advantageous to the pur- 
chaser— 

In eliminating open accounts. 

In closing the transaction,at the time of pur- 


chase. 
In facilitating adjustments and settlements. 


At one point in the article Mr. Allen states 
that: “What has been an oral agreement evi- 
denced by entries on the seller’s books can, by 
use of the acceptance, be put into negotiable 
paper, available for discount at the seller’s bank.” 
Although I do not assume that Mr. Allen in- 
tended this to mean that all open accounts are 
based on oral agreements, nevertheless, the 
reader of the article might so construe the state- 
ment. Open accounts are, of course, quite fre- 
quently based upon written agreements between 
the seller and the buyer, which specify the price 
and the terms of sale. Nevertheless, from a 
legal point of view, the seller is in a much more 
advantageous position if he receive negotiable 
paper than if he depend upon an open account. 
Without going into the intricacies of legal pro- 
cedure, I may say that in a court the seller has 
an easier burden of proof to sustain if he sues 
upon a negotiable instrument than if he sues 
upon the contract out of which an open account 
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arose. Furthermore, the same ques- 
tions are not likely to be raised 
as to the amount involved, since 
negotiable paper is, for most pur- 
poses, an admission by the debtor of the accuracy 
of the amount. 

An idea of the increasing popularity of this 
form of settlement may be obtained from figures 


‘given by Mr. Allen to the effect that the Federal 


Reserve Banks, in 1916, purchased acceptances 
to the amount of $385,915,973, an increase of 
$321,070,973 over the year 1915. Credit man- 
agers and others interested in facilitating collec- 
tions will do well to investigate this new method 
of effecting settlements. 


ME men like to move for the sake of mov- 

ing. Direction is a secondary consideration. 
Not infrequently they indulge their desire for 
motion in the guise of a contract. You read it 
and reach the conclusion that the parties wanted 
to agree to something, but you cannot recog- 
nize the something. Between the lines there 
is spelled in large letters the one word— 
INDECISION. 

Courts refer to such a writing as being “vague 
and uncertain” as to its terms. Unless they can 
determine what rights are conferred upon the 
parties, and what obligations are imposed, the 
supposed agreement is declared void. Allowing 
for the shortcomings of human nature, courts 
will, if possible, arrive at a definite meaning of 
the words used. The more nearly the writing 
approaches certainty and definiteness, the more 
likely that no excuse will be afforded a party 
to break the agreement. | 

A case in point, although holding the contract 
to be certain, was decided by the Appellate Divi- 
sion of the New York Supreme Court, February 
23, 1917. The plaintiff had agreed to buy, and 
the defendant to sell, molasses, for three years, 
in amounts from 3,000 to 12,000 tons each year. 
This paragraph was in the agreement: 

“The times of delivery are to be arranged from 
time to time between buyer and seller, who 
pledge themselves to mutual aid.” 

The defendant argued that this provision left 
undetermined and open for future arrangement 
the particular dates upon which separate deliv- 
eries were to be made, and therefore failed to 
express an essential element of an enforceable 
contract for the sale of goods. It was also main- 
tained that the writing was merely a memo- 
randum of an agreement to enter into a contract 
in the future. 

After reviewing the contentions of both sides, 
the court held, that there was an absolute obli- 
gation upon the part of the defendant to deliver 
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Question ILL you kindly inform me ‘The Interest on capital is not outgo or A 
and through your Magazine as PACE STUDENT cost in the strict accounting sense of 
Answer to the Journal entries that june tory the term cost. While it is true that 
Depart- should appear upon the books of ny ? capital is essential to production, 
rene A and B, covering the following proposition: and the use of capital always has a worth, the 
For the purpose of erecting an apartment house, value of that worth is dependent upon fluctuat- 
A and B purchase a piece of property subject to ing conditions in respect to security, converti- 
a five-year lease held by C. To induce C to bility, and demand—conditions that cannot be 
relinquish his lease, they agree to pay him stated with exactitude in respect to any particu- 
$10,000 in cash and to give him free a five-year lar manufacturing operation. The calculation 
lease in the new building when completed. This and distribution of interest to product, therefore, 
lease would represent a rental value of $1,200 a is a statistical matter based on some assumed 
year, or $6,000 for the life of the lease. rate of interest arbitrarily fixed. Statistical cal- 
A A capital asset should be recorded at its cost. culations of this sort should rarely, if ever, find 
The property in the case given cost $16,000— their way into systems of accounts, which pref- 
paid, $10,000 in cash, and $6,000 in renting val- erably should deal with specific facts in respect 
ues. The entry, therefore, should set up the cost to expenditures and income. 
of the asset on the one hand, and credit Cash The profits of a partnership, it should be re- 
for the amount paid out, and a rent liability membered, consist of the returns secured for the 
account for the remaining $6,000 on the other time of the partners, as well as for the use of 
hand. The entry follows: their capital. Therefore, partners’ salaries, so 
Dr. Cr. called, are merely a portion of the returns or 
BUILDING ACCOUNT ..$16,000 profits secured for both time and the use of 
TGR A S Hieron sacieue ae $10,000 capital. In a corporation, net profits are the 
“ PREPAID RENT returns for the use of capital, the salaries of 
(5 years) 6,000 corporation officials and employees being in the 
‘ iat nature of expenses. In either event, when an 
So far as the operating accounts of the building “Jihoune is arbitrarily apportioned on the basis 
shihe concerned, it would be necessary each year of a selected interest rate as a return for capital, 
to debit Prepaid Rent with the yearly rent of the process amounts merely to making a division 
$1,200, and credit Income. The amount of the oF the profit return—a part being in the nature 
income thus secured would be sunk in the (|, Sener eat f seal arthil 
Building Account and would not be available ©: * SOC@ 5S crest, Tet Oe 
ng bitrate x : he remainder is called profit 
for dividends unless there were free assets in : : ; IES: 
the building company. In many instances, a cor- ve eee e cae aoe is purely “sta- 
poration with a surplus uses a part or all of its tistical. It is not entirely without value a ve 
profits in making additions to its capital plant, statistical expedient, and its use is sometimes 
and the surplus is thus impounded and is not urged for the following reasons: Ny 
available for dividends. In the case of the build- First, that, in obtaining a cost for pricing, the 
ing company, a similar condition exists by reason Cost should contemplate an interest return on 
of the transaction, although the amount is capi- investment, so that minimum prices at a fair 
talized in this case before its receipt in the form return of profit may be ascertained. 
of income. It is possible, of course, that suffi- Second, that localizing interest costs as to 
cient capital was contributed in the building given departments enables the management to 
company to offset the liability on account of ascertain whether it would be more profitable to 
prepaid rent, in which case it would be available buy the materials manufactured in those depart- 
for dividend purposes as earned. ments or to continue their manufacture. In other 
The foregoing treatment is the one usually words, if the return is not above the interest rate 
accorded in practice, although scientifically the charged, it might be more economical to buy the 
value of the $6,000 lease is not $6,000, but the parts than to manufacture them. 
present worth of that sum calculated at some Third, that estimated interest upon an in- 
accepted interest rate for the time given. creased investment in labor or material-saving 
machinery should be charged, so as to ascertain 
@ In your opinion, should interest on capital in- whether the saving warrants the additional in- 


vested be included as an element of cost? If 
so, what rate would you use in figuring this 
theoretical interest, and how would it be handled 
on the books? 
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vestment of capital necessitated. 

In our judgment, however, the foregoing re- 
sults can be accomplished as a matter of sta- 
tistical calculation carried on quite aside from 
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Q 


the books proper. Further, in our 
judgment, the costs of production 
as stated in the books of account 
should be kept quite free from sta- 
tistical calculations involving arbitrary distinc- 
tions that divide net profit returns. 


In the case of a sole ownership of a business, 
is it good accounting practice to charge salary 
for the owner-manager who is devoting his en- 
tire time to the business? 

If no salary is charged, would the income 
account reflect the true earning capacity of the 
investment? 

If a salary is charged, what ratio should it bear 
to the gross profit on operations? 

The net increase of assets resulting from the 
operation of a business organization, in which 
are combined capital and effort, is known as 
“Profit” and belongs to the proprietorship of this 
business. The proprietor, of course, has the right 
to call this profit by the name of “Salary,” or by 
any other name he may choose to use, but that 
does not prevent it from really being profit. 

Salary paid to others, outside of the proprietor- 
ship, constitutes a legitimate expense of the 
organization and reduces the amount of the Net 
Profit to the proprietors. Salary to the pro- 
prietor, however, does not reduce the amount 
the proprietor receives as the result of his com- 
bination of capital and effort, but instead, is only 
a partial payment to him of the profits resulting 
from such combination. Therefore, it is not con- 
sidered good accounting practice to charge his 
salary as an expense of the business. 

In practice, owners frequently do charge a sal- 
ary, but it should be considered as an apportion- 
ment of Net Profit rather than as an expense 
reducing the amount of Net Profit. 


The writer would like information about what 
is called “No Par stock.” 

(a) What are the advantages of stock of this 

kind? 

(b) How is the market price (the price at 
which the corporation sells it) deter- 
mined? 

(c) How is it handled on the Balance Sheet? 

(d) Are many corporations issuing stock of 
this kind? 

(e) How recent is it? 

The first question as to the use of stock of this 
kind must be answered by the statement that it 
depends upon the objects of the corporation 
itself. Cook, in his work on “Corporations,” 
states that this statute is of “doubtful utility.” 
Par value gives no indication of the actual value 
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of stock. From an accounting point 
of view, the value of a share is that 
proportion of the net corporate as- 
set value which each share bears 
to the total number of shares issued. There is, 
therefore, a difference between the par value of 
stock and its actual value. Nevertheless, a state- 
ment of par value may mislead uninitiated in- 
vestors as to true value. As a consequence, stu- 
dents of finance have recommended the adoption 
of statutes providing that stock shall have no par 
value, but that each share shall show merely the 
proportionate interest of the stockholder in and 
to the contributed capital. 

The New York statute provides that the cer- 
tificate of stock show: first, the total capital stock 
of the corporation; second, the total number of 
shares that may be issued as to such capital stock; 
and third, the number of shares represented by 
the certificate. Each share must represent con- 
tributed capital in an amount not less than $5, but 
not in an amount more than $100. The capital 
of the corporation must at least be $500. 

The price at which the corporation issues it 
must be equivalent to the value of the propor- 
tionate share. In other words, if the capital be 
$10,000, and there be 1,000 shares, the shares 
must be issued on the basis of a valuation of 
$10 each. 

Inasmuch as no corporation may declare divi- 
dends out of the contributed capital, it is advisa- 
ble to state such contributed capital as a separate 
item on the Balance Sheet. Surplus or deficit 
covering variations would afford the balancing 
accounts. 

There are not many corporations issuing stock 
of this kind. However, we find that some min- 
ing companies have resorted to it recently. 

The New York statute on the subject was en- 
acted in 1912. We made an examination of 
annotated laws to include 1916, but no cases are 
cited therein. This would indicate that the 
statute has not been extensively used to date. 


A contracted with B for the charter of a steam- 
ship for a period of five years. At the end of the 
first year the British Government commandeered 
the steamship. Does this serve to end his con- 
tract, or has he still an interest in the steam- 
ship? In the event of the British Government 
paying a higher rate for the use of the steam- 
ship than A agreed to pay under the time charter, 
is A entitled to receive the amount of such ex- 
cess as a profit accruing to him in the transaction, 
or does such excess rightfully belong to the 
owner of the vessel? 

On December 11, 


1915, an English court 
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Edward | yep E. LOOMIS, 
E. 


the 
new president of the Lehigh 
Valley Railroad, is another of 


Loomis the many present-day executives 


who have worked themselves up 
from humble beginnings. His be- 
ginning in the railroad world was 
very humble when you consider that 
once his monthly check from the 
Erie Railroad was for only sixty-five 
dollars. 

Mr. Loomis’s father was wealthy, 
but he did not propose to spoil his 
son with too much money or too 
many “soft jobs.” He prepared his 
son to the best of his ability for the 
fight ahead of him; then he sent him 
forth to stand or fall by his own 
efforts. 

Mr. Loomis’s first position in the 
East was with the Erie Railroad, 
although he had done some work 
in the West in the legal department 
of the Denver & Rio Grande. From 
New York he went to Elmira to take 
charge of a division. Here his re- 
sourcefulness and energy began to 
assert themselves. Certain old- 
timers resented having such a young 
man put over them and showed their 
disapproval in no uncertain manner, 
but Mr. Loomis always succeeded in 
turning the tables on them and in 
such a way that they never bothered 
him again. 

He is reported to have said once 
to an engineer who had purposely 
lain down on the job: “Maybe you 
don’t realize who is superintendent 
of this road. As long as I have that 
title I’m going to be superinten- 
dent, and the next time you run a 
train like that with no good ex- 
planation, I won’t wire you to come 
back; I will discharge you by wire. 
Any man who is loyal will be sure 
of a square deal from me. Any man 
who isn’t loyal has no place on this 
road. All I ask for is loyalty.” 

Mr. Loomis soon became general 
superintendent of the New York, 
Susquehanna & Western Railroad, 
and from that time his rise was very 
rapid. He studied coal, especially 
anthracite, until he became an ex- 
pert. For that reason, in 1899, W. H. 
Truesdale, president of the Dela- 
ware, Lackawanna & Western Rail- 
road, chose him to manage the 
Lackawanna Coal Company. In 
1902, Mr. Loomis was elected senior 
vice-president of the Lackawanna 
railroad. This position he held un- 
til he assumed the presidency of the 
Lehigh Valley Railroad a_ short 
time ago. 

Mr. Loomis will bring to his new 
position a wide and successful ex- 
perience. His great industry, abil- 
ity, and aggressiveness are bound to 
have an effect on the policy and 
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development of the railroad interests 
of the country. His attitude toward 
the railroads and their relation to 
the public is best summed up in his 
own words: 

“A railroad or any other corpora- 
tion is not a fleshless machine. It 
is made up of men, with men’s good 
qualities and men’s faults. From the 
highest position to the lowest, the 
men employed by a railroad are that 
railroad, and the public should 
realize this.” 


ALFRED SODERBERG, Account- 
ancy Institute of Brooklyn, has sev- 
ered his connection with the A. H. 
Hull Steamship Company to enter 
the employ of Henry Peabody & 
Company. 


LOUIS SEVRIN, Newark School 
of Accountancy, has been employed 
as bookkeeper by the Popular Mo- 
tor Car Company. Mr. Sevrin was 


formerly with the Sackett & Wil- 


helm Company. 


MISS MARY SHANLEY, Pace In- 
stitute of Accountancy, who was 
formerly in the accounting depart- 
ment of Bedell & Company, has 
been employed as bookkeeper by the 
Bentley-Franklin Company. 


GEORGE F. RUPPERT, Pace In- 
stitute of Accountancy, has been 
engaged as bookkeeper for the 
Moore Press. Mr. Ruppert was 
formerly employed by the Prang 
Company as head bookkeeper. 


WILLIAM R. LITTLE, Washing- 
ton School of Accountancy, for- 
merly on the staff of Haskins & 
Sells, has accepted the post of pri- 
vate secretary in the employ of 
The General Optical Company. 


CHARLES H. SAMMOND, Ac- 
countancy Institute of Brooklyn, 
has severed his connection with the 
Victor Machine Company to accept 
a position in the accounting depart- 
ment of The Southern Export Cor- 
poration. 


LEROY W. DEFENBACH, Pace 
Institute, Extension Division, has 
accepted a position in charge of the 
office of the Salmon River Stores 
Company, Ltd., at Whitebird, Idaho. 
This company operates three sup- 
ply stores in central Idaho, and has 
other large interests. 
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to Use Trade and Class Papers; Lewelly: 
Street Car Advertising’s Appeal; — 


Outdoor Advertising; 
Booklets, and Catalogues; Letters, 
Novelties, Follow-up Schemes, Trac- 
ing Results; Truth in Advertising. 

The educational work of the Com- 
mittee on Club Programs, as ex- 
plained in their printed syllabus, is 
also of the most practical kind. Em- 
phasis is laid upon a retail study, 
round table, and lecture course. 

“The retail course is intended 
particularly for retail store proprie- 
tors, and is designed to meet the 
principal needs of those who can 
give only a limited amount of time 
to the planning and preparation of 
their advertising, and who need bet- 
ter knowledge of the broad funda- 
mental conditions affecting ad- 
vertising and affected by it, rather 
than a detailed knowledge of its 
technique.” 

In the carefully worked-out pro- 
gram of this committee, definite 
suggestions are advanced as to read- 
ing, the securing of speakers, the 
methods of organizing clubs and 
conducting meetings, subjects for 
discussion, and the like. Supple- 
mentary educational courses, among 
them courses in salesmanship and 
public speaking, are also made 
available. 

The advertising men of the coun- 
try have long been known as “live 
wires.” This fundamental quality 
of “liveness” they have carried into 
their educational work, the results 
of which, in amount of work done 
and in quality of attainment, are 
making a deeper and deeper impres- 
sion upon the business consciousness 
of the community, state, and nation. 

The influence of this enthusiastic 
service by the “Ad men” has been 
unqualifiedly wholesome. Through 
their efforts, higher standards of 
business have been set and realized. 
Knowledge of what business fun- 
damentally means has been widely 
disseminated. Opportunities for suc- 
cess in business have been thrown 
open to countless numbers of young 
men of the right stripe. Truth and 
honesty have been enthroned as the 
basic qualities of business success, 
as well as of personal character. 

To this far-reaching educational 
work many business men of high 
standing, pressed hard by the duties 
of their personal interests, have 
freely given of their time, their en- 
ergy, their money, and themselves. 
A high sense of service and far- 
sighted vision belong to them all, 
but to no one more than to Lewel- 
lyn E. Pratt, their spokesman and 
their servant, and the country’s as 
well. 


Circulars, Pratt 
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the molasses; that it was not a con- 
tract to deliver only in the event that 
the parties agreed upon _ special 
dates. The clause as to dates, ac- 
cording to the court, was only a 
minor and non-essential detail of 
delivery. 

Although the court upheld this 
agreement, the decision was not con- 
curred in by all the judges. Of the 
five judges who heard the argument, 
three considered the agreement en- 
forceable, and two regarded it as not 
enforceable. 

Even though the plaintiff was sus- 
tained in this case, he was put to the 
trouble of a lawsuit, in order to 
establish his claim. Had the con- 
tract been more definite, as to the 
dates of delivery, the question would 
not have arisen and the transaction 
would probably have been completed 
without litigation. 

Courts are called upon to decide 
numerous cases like that above. 
Two types of contracts, illustrative 
of the line of demarcation, are those 
which state “not more than” a 
given amount, and those which state 
“not less than” a given amount. 
Courts hold the first type as being 
too indefinite for enforcement and 
the second type as being definite to 
the extent of the minimum amount 
specified. 
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Among clauses held to be uncer- 
tain are: “to fairly share in commis- 
sions”; “to convey 70 acres of land” 
without describing them or desig- 
nating the place; a promise to ac- 
cept a note without 
terms; a promise “to start a man in 
business”; a promise to allow a 
tenant, under a written lease, to oc- 
cupy a building “until torn down”; 
a promise to rent premises at the 
same rent as could be obtained from 
other parties. 


My examination of the cases in- 
dicates that uncertainty does not 
arise exclusively from the desire of 
a party not to commit himself. 
Most of them arise from careless- 
ness or from a desire to complete a 
negotiation before the parties have 
reached a definite agreement. There 
are some instances wherein a cer- 
tain amount of latitude may be 
desirable. In these instances it is 
always advisable for the parties to 
consult a capable attorney before 
making the contract. These are ex- 
ceptional, and, as far as possible, 
the attempt should be made to have 
a specific and definite agreement. 


specifying 


(Case reviewed, Spiritusfabriek As- 
tra of Amsterdam vs. Sugar Prod- 
ucts Company, 163 N.Y.S. 516.) 


KARL K. CLAY has accepted a po- 
sition with Baker, Sutton & Harri- 
son, accountants and production 
engineers. 


ROBERT L. DIGGS, Pace Insti- 
tute, has recently joined the staff of 
W. W. Tait & Company. He was 
formerly on the staff of Haskins & 
Sells. 


JOHN H. CRIPPEN, Pace Insti- 
tute, has severed his connection with 
The General Electric Company to 
accept a position with Jardine 
Matheson & Company. 


ALBERT WOHNHAS, Pace Insti- 
tute, Extension Division, has re- 
cently accepted a position as book- 
keeper with the Edward Langer 
Printing Company, Inc., 468 West 
Broadway, New York. 


JULIUS BAER, New York Insti- 
tute of Accountancy, has entered 
the practice of public accounting on 
the staff of the Stratford Audit Com- 
pany. Mr. Baer was formerly em- 
ployed by the Anglo-Mexican Pe- 
troleum Company. 


Productive Summer Study 


For Accountants and Business Men 


a many Organizations the busiest period of the business year occurs 


between January and June. 


Certified Public Accountants. 


This is especially true in the offices of 


T follows, therefore, that many Senior and Junior Accountants must 

plan for their professional educational training in the summer 
menths. Office executives of many Commercial and Industrial Corpora- 
tions also have more time available for study after June 1st. 


URING the entire year Pace Institute provides instruction in 
Accountancy and Business Administration, English, and Public 
Speaking. The summer resident classes at 30 Church Street, New York, 


are available to persons in the Metropolitan District. 


Outside of New 


York, summer instruction is conducted through the mails, under the 
direction of the Extension Division of Pace Institute. 


For full information address 


PACE & PACE 


Pace Standardized Courses in Accountancy, Business Administration, and English, in Residence and by Extension 


30 Church Street 
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New York City 


Sarcasm 


=m, HY, Mr. Office Man- 


ager, Mr. Instruc- 
tor, Mr. Business 
Associate, do you 


use sarcasm in your conversa- 
tion with me, your subordinate, 
your pupil, your comrade in the 
shoulder-to-shoulder fight for or- 
ganization achievement? Mr. Office Manager, 
you need my loyalty and my codperation; yet 
your sarcasm makes me, behind your back, dis- 
loyal to you and at loggerheads with your poli- 
cies. Mr. Instructor, you know that, in order 
to educate me, you must help me to develop and 
express that which is mentally within me; yet 
your sarcasm drives me back into myself and 
inhibits me from self-expression, while I either 
openly resent your rapier tongue or cower be- 
fore you in fear of it. Mr. Business Associate, you 
seek and must have my 
liking and my respect in 
order that we may work to- 
gether for the attainment 
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comings, give us patient counsel. 
It is out of these things that the 
spirit of human brotherhood is born 
—the spirit that makes for com- 
mon prosperity and common happiness. 


ID you ever play golf with him—the 
roving-eyed chap who, between holes, 

tells you what he sells and how he sells it, 
with the implication that you and your or- 
ganization could do worse than join his list of 
preferred customers? Or maybe you have 
run into him at the club, whither you have re- 
paired after a hard day’s work for a quiet game 
of bridge or billiards. What a bore, a pest, a 
scourge, he is—this peanut-brained creature who 
loudly proclaims in voice, gesture, and attitude, 
“I’m out for business first, last, and all the time!” 
Deluded mortal, he knows not that all things 
have their times and places. 
He joins all the societies, 
clubs, and social and fra- 
ternal organizations within 
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of our common commercial 
purpose; yet your sarcasm 
makes me dislike you and 
gloat at the coming of the 
day when I can belittle your 
work and humiliate you. 
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reach, not because he likes 
his fellows and wishes to 
hobnob with them in a 
purely social way, but he- 
cause he hopes and expects 
to twist business out of 


Why must—rather, why 
does—sarcasm find any 
place whatsoever in our 
fellow-to-fellow communica- 
tions of tongue or pen? Sar- 
casm is the verbal weapon of 
little minds which misread 
passing authority as abiding 
greatness. Sarcasm is self- 
ishness in speech, uncon- 
trolled and misdirected. Sar- 
casm is a venomous poison, which, like all poi- 
sons, should be used, if used at all, with gingerly 
care, and only when the ailment to be cured will 
yield to no other known corrective. Sarcasm 
blights, burns, and withers whatever and whom- 
ever it touches, like the blinding sand-storms 
of the desert. Sarcasm breeds dissatisfaction, 
disgust, despair, and hate—corroding acids that 
sooner or later disintegrate the desirable organi- 
zation results that only joint human endeavor, 
operating as a cohesive unit, can conceive and 
realize. 

Keep sarcasm out of your speech—to-day, to- 
morrow, for all time. Instead of the sour sneer, 
give us, your fellows, the irradiating smile; 
instead of words that scorch and lash, give us 
words that cheer, and encourage, and stimulate; 
instead of petulant fault-finding with our short- 
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them. The psychology of 
selling has no meaning for 
him; and as for the ethics 
of it, he has never heard the 
word. And so he blunders 
on, making acquaintances 
only to turn them into 
secret enemies, and all be- 
cause he is a crude trader in 
social contracts. 

Be social all you please; 
associate intimately with others of your kind 
whenever and wherever you can; make as many 
friends as possible, by means of the generous out- 
giving of your personality, but forget business 
for a while, as much for your own sake as for 
the sake of others, since by forgetting it you are, 
paradoxically enough, likely to secure it. There 
is such a thing as disinterested sociability. Seek 
it, find it, practice it! 


“ GUESS I’m too individualistic,” he replied 
to my question as to why he, a man of 
thirty-five, with wide business training and un- 
usual analytical ability, should be seeking the 
services of our Placement Bureau for the third 
time within a year. “If I see things I think are 
wrong, I speak about them and try to correct 
them. I’m naturally a good deal of a fighter.” 
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“And a good deal of a fool,” I 
supplemented, for I knew him well. 
“You think that your way is the only 
right way. If others do not do as 
you want them to do, you make yourself a 
nuisance, and after a while you find yourself look- 
ing for another job. The trouble with you is 
that you have never learned the meaning of co- 
operation, of team-work—the loyal and coura- 
geous submergence of yourself as an individual 
for the good of the organization as a whole. You 
should be running a little corner-grocery store 
somewhere; you’re out of place in a modern 
business organization where ‘all together—now’ 
is the dominating spirit.” 

“TJ guess you’re right,” he replied, ruefully. 
“Get me another position and Ill pull with the 
rest, not against them.” 

We have secured him the third chance that 
he sought. I hope, for his own sake, that he 
has really got rid of his shallow notions of pre- 
serving his “individuality” as a thing apart from 
organization team-work. If he hasn’t—well, I 
won’t bother with him a fourth time. 

\ 

F you are a tyro at golf, the expert will tell 

you to keep your eye on the ball and, in mak- 
ing a stroke, to “follow it through.” You are 
thus admonished in order that you may, sooner 
or later, acquire freedom of swing, develop a 
sense of direction and distance, and make each 
stroke count for every true golfer’s summam 
voluptatem—a low score. It is hard to get—this 
faculty of “following it through”; but, when once 
acquired, what ineffable satisfaction springs to 
life in the golfer’s breast! 

It is just so in the commercial world. There 
are plenty of men who would play the business 
game expertly; men whose stock of mental clubs 
and irons is complete; men of doughty purpose 
to make every putting green with ease and dis- 
patch; men to whom the joy of a low score is 
dear. But they drive into bunkers and hazards, 
and they either quit the course in disgust, or 
pay for their lack of skill in money, wasted 
energy, or nervous breakdowns. Their stroke is 
uncertain and choppy; they do not “follow it 
through.” Look ahead, young man, when you 
tee the ball; then swing lustily, but in the right 
direction. Gauge your stroke, and “follow it 
through.” 


“TN negotiating you can’t afford to be thin- 

skinned,” said a highly successful organizer 
and promoter to me recently. “The man who 
permits himself to get angry or even to show irri- 
tation loses the thing he is after. It makes no 
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difference what the provocation 
may be.” 

True words! Negotiation consti- 
tutes four-fifths of Modern Business. 
Either we are constantly trying to get others 
to do what we desire, or others are trying to 
do the same with us. Mind is ever in con- 
tact with mind, differing with it or agreeing 
with it. The hope of personal advantage is 
ever-present—a fact which means that there 
must be yielding and concessions on both 
sides, and the spirit of give and take. Often, 
into negotiations, swinish selfishness and blind- 
eyed obstinacy creep—usually, of course, on the 
part of the other fellow. Then it is that your 
gorge rises and you feel like “saying things.” 
Don’t do it! Keep your head, and fix your mind 
on the single purpose you have in view—it’s your 
only chance of realizing that purpose. 

VERYTHING you do gives off an atmos- 

pheric expression of yourself as an individ- 
ual. This atmosphere enwraps your thoughts in 
conception and in realization. It comes out of 
the spirit in which you view and do your work. 
If you are a time-server, a shirker at heart, a 
believer in the other fellow’s “pull,” a sullen cynic 
as to yourself and your opportunities, the atmos- 
phere that radiates from you depresses you and 
deadens the organization esprit de corps. If, 
however, you joyously believe in yourself, your 
job, your future, your associates, your concern— 
and if you evidence that belief in facial expres- 
sion, speech, and action, the atmosphere that 
comes from you sweetens and seasons the human 
spirit needful to keep all parts of the organiza- 
tion machine working together in harmony of 
purpose and method. 


HAT percentage of your real ability, 

your brain power, your time, your 
thoughts, are you using to accomplish the defi- 
nite task it is your business to accomplish? 
Concentration is the secret of power. That man 
accomplishes the most who is able to concentrate 
the full power of his abilities upon a particular 
objective at a certain, definite, psychological 
time. As the burning glass concentrates the rays 
of light into an irresistible fire, so the will-power, 
by concentration, can center our activities upon 
a. given point until every obstacle is burned 
away, every difficulty is consumed or overcome, 
and the task is accomplished. 


Don’t overdraw your account at the Bank of Vi- 
tality. It will injure your mental credit. Keep your 
deposits of sound sleep and wholesome exercise ahead 
of your drafts for heavy working hours. 
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N the April issue of 

The Pace Student 
we considered the 
financial condition 
of James MacFarland, and his 
effort to secure from his bank- 
ers a sufficient loan to enable 
ZL) him to handle, satisfactorily, a 
certain very favorable contract. This loan, the 
bankers did not feel justified in granting. At 
their suggestion, Mr. MacFarland decided to in- 
corporate his business and offer shares of stock 
for sale. In this article we describe the proce- 
dures followed in preparing for this step. 

During the six years James MacFarland had 
been in business, many financial transactions had 
occurred. Checking every entry recording these 
transactions would have entailed considerable la- 
bor without throwing much light on the earning 
capacity, or the existing financial condition of 
the business. Those matters to which special 
attention should be given in the investigation, 
were discovered in making the examination pre- 
liminary to the certification of his Balance Sheet 
as at December 31, 1916. Among these were 
errors in the pricing of inventories; the charging 
off of insurance premiums and interest when 
paid; failure to make provision for depreciation 
of buildings; and failure to charge off losses due 
to bad debts. 

Time and labor were saved by taking system- 
atic steps in the investigation. The first step 
was to prepare a separate schedule, in running 
form, of the profit and loss items for each of the 
six years. On each of these schedules, columns 
were provided as follows: 


Classification 
Amounts 
Detail 
Total 
Adjustments 
Increases 
Decreases 
Adjusted Amounts 
Detail 
Total 


Profit and loss items as recorded in the books 
were entered in the amounts columns. Adjust- 
ments, representing either increases or decreases, 
were placed in the pair of columns headed 
“Adjustments.” The corrected amounts were 
then placed in the columns headed “Adjusted 
Amounts.” 

The main items were entered in these sched- 
ules. The explanation of these main items will 
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be first given and then the manner 
in which each was verified will be 
considered. 

Product Sold was entered first, 
and Cost of Product Sold was deducted to show 
Gross Profit. The expenses of conducting the 
business other than manufacturing expenses, but 
not including interest paid for borrowed money, 
were displayed next in order and deducted from 
Gross Profit to show Profit from Operations be- 
fore deducting Interest and Depreciation. From 
this amount, interest was deducted and provi- 
sion made for the entering of adjustments neces- 
sitated by the failure to write off Depreciation. 
Finally, the amounts withdrawn by James Mac- 
Farland were deducted, leaving a balance which 
represented the increase or decrease for the year 
in his invested capital. 

Bearing in mind the general procedure just 
outlined, let us consider more specifically each of 
the steps taken. 

Product Sold was classified as to brick, tile, 
and miscellaneous. ‘The original records were 
subjected to a general examination to discover 
errors that would materially affect the final re- 
sults. In a few instances, errors in classification 
were detected and adjusted, but no serious dif- 
ferences were discovered. 

To find the Cost of Product Sold, it was neces- 
sary first to find the Cost of Product Manu- 
factured in each of the years. This latter was 
made up of cost of materials and supplies used, 
wages paid to workmen, and manufacturing ex- 
penses. The accounts showing each of these 
items were carefully scrutinized; and the original 
records, such as invoices for purchases of fuel 
and supplies, the pay-rolls and time-records, and 
bills for expense items, were examined generally. 
Such errors as were detected affected the ac- 
counts as between years, in some instances, and 
in other cases items had been entered in the 
wrong accounts, thus being incorrectly classified 
in the books. The annual charge of $100 in writ- 
ing down cost of Stripping Clay Bed was treated 
as part of the cost of material. The deprecia- 
tion of Wagons and Harness and Horse Equip- 
ment was included in Manufacturing Expenses. 

The Cost of Manufacture being determined, 
the cost price of goods sold was ascertained by 
calculations based upon inventories. In some 
years, product on hand at the beginning of the 
year was greater than that on hand at the end 
of the year. For those years, the Cost of Product 
Sold was found by adding the difference in 
inventories to the Cost of Product Manufactured. 
In other years, product on hand at the end of the 
year was greater than that on hand at the be- 
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ginning of the year. For those 
years, the Cost of Product Sold was 
found by deducting the difference 
in inventories from the Cost of 
Product Manufactured. Special care was taken 
to correct the inventory valuations each year, as 
the method of pricing inventories at selling price 
less ten per cent. had been followed. 

In the verification of expenses other than 
manufacturing expenses, care was taken to dis- 
tribute properly the charges for Insurance Pre- 
miums paid as between years. All other items 
included under this heading were scrutinized. A 
few other adjustments were made, as between 
years, due to failure to enter liabilities and ac- 
cruals in the books at the end of a year, which 
were paid in the subsequent accounting period. 

The depreciation on Buildings, Kilns, and 
Machinery was apportioned, as between years, 
on the basis of the book value of these assets 
at the beginning of each year. The question 
may naturally arise, “Why was not the amount 
written off for depreciation on these assets in- 
cluded as a part of the Cost of Product Manu- 
factured?” In a business where accurate and 
detailed cost records are kept, this method of 
charging depreciation is usually followed. In 
the case under consideration, no such records had 
been kept. The amount of depreciation written 
off was determined by an estimate based largely 
upon the condition of the assets after they had 
been in use several years. The depreciation 
which occurred was affected little, if any, by the 
volume of product turned out during those years. 
In order that the facts be displayed in the 
clearest possible manner, an effort was made to 
exclude from the Cost of Product Manufactured, 
in so far as was practicable, all charges which 
did not directly depend upon the volume of 
production. 

Interest charges were found to have been en- 
tered when paid, regardless of the period in 
which they were accrued. The necessary adjust- 
ments were made to show interest charges in the 
years in which Interest had accrued. Interest 
was treated as a deduction, after showing net 
profit from operation, in order that prospective 
investors might better see the possible earning- 
power of the business. 

The drawings of James MacFarland were 
shown for two reasons. One reason was to give 
some indication of the amount which the stock- 
holders of the corporation might expect the ex- 
penses of the business to increase in the form 
of executive salaries. The other reason was that 
they might be able to form some opinion of 
the normal growth of the business during the 
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years of its existence by having be- 
fore them the net amount left from 
earnings after deducting withdraw- 
als which, in the future, they could 
expect to find included in the expenses of the 
business. 

It was found necessary to prepare an analysis 
sheet showing details of practically every item 
on the yearly schedules of profit and loss. The 
details of the adjustments were first entered on 
the analysis sheets, and only the net totals of 
adjustments carried to the schedules showing the 
profit and loss figures for the year. In each case, 
where corrections were made, a correcting entry 
was prepared with full details in the same man- 
ner as the adjusting entries prepared in connec- 
tion with the financial audit. 

The figures shown on The Statement of Profit 
and Loss for the Six Years ended December 31, 
1916, which was prepared for presentation to the 
client, were taken from the last two columns of 
the schedules showing the yearly results. 

Entries to record properly the financing and 
incorporation of James MacFarland’s business, 
as suggested by the bankers, will be shown and 
described in the July issue of The Pace Student. 


Do It Better 


“It is evident to every thinking 
man that our industries, on the 
farm, in the shipyards, in the 
mines, in the factories, must be 
made more prolific and more 
efficient.” 


—From President Wilson’s 
War Message to the People. 


In the present emergency there is one 
thing every man and woman can do—as 
a patriotic duty should do—and that is: 
do the thing you are doing now, better. 


There is one most effective way to in- 
crease your usefulness, and that is— 
study; study the principles on which 
your work is based, and learn better 
methods. 


Mastery of Pace Standardized Courses 
in Accountancy and Business Adminis- 
tration, means mastery both of principles 
and of organization methods. 

These Courses are available in Resident Schools 
and by Extension. 


For Bulletin and Information write to 


PACE & PACE 


30 Church Street New York City 
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handed down a decision, wherein it 
was held that the persons charter- 
ing the ship were entitled to receive 
from the Admiralty the compensa- 
tion paid by the Government there- 
for, from which they were obligated 
to pay to the owners the amount 
that they had contracted to pay. In 
other words, the persons chartering 
the ship were entitled to the excess 
profit. Furthermore, the case held 
that the commandeering of the ship 
did not act as a termination of the 
contract. 

If I may be permitted to express 
an opinion, this case is in accord 
with the fundamental principles of 
law. The right of possession was 
in the people who had chartered the 
ship; the right of ownership was in 
the owners of the ship. The British 
Government did not buy the ship, 
but merely commandeered the use 
of the ship—that is to say, the pos- 
session of the ship. Hence, the com- 
pensation should be paid to those 
who had the right of possession. 

An entirely different question 
would have been raised had the 
Government purchased the ship out- 
right. 


IG Business will welcome Gov- 

ernment operation of indus- 

trial establishments, if the 
present emergency demands such ac- 
tion. Newspapers and periodicals are 
filled with offers to turn industrial 
plants over to the Government to 
meet any eventuality. That cir- 
cumstances may justify public inter- 
ference with property and individual 
rights is universally conceded. 
Aside from this transitory interest 
of the relation of Government to 
individual property rights, the ques- 
tion as it relates to public service 
corporations will occupy the atten- 
tion of the public for many years. 
A. Lincoln Lavine, of the New York 
Bar, Instructor in the Pace Stand- 
ardized Courses, contributes an 
article to Case and Comment, 
March, 1917, setting forth a novel 
interpretation of the relation be- 
tween the public and modern public 
service corporations. 

Mr. Lavine discusses: first, the 
justification for any public interfer- 
ence; and, second, the distinction 
between public regulation and pub- 
lic operation. His view of the ques- 
tion is broad, comprehending the 
extent to which the right of prop- 
erty should be exercised by private 
industrial organizations. 

If the exercise of the right of 
property is completely or partially 
opposed to the public welfare, or if 
its exercise conflicts with a more 
imperative need that it be devoted 


June, 1917 


to public use, Mr. Lavine maintains 
that public interference is justified 
in that degree necessary for public 
well-being. This interference, in the 
case of public service corporations, 
should not go to the extent of pub- 
lic operation, but only to the extent 
of public regulation. Direct exer- 
cise of the right of property by the 
State is not necessary to prevent 
abuse of the rights of property by 
individuals or corporations. Every 
interest of the public may be served 
by declaring the rules under which 
the right may be exercised. “The 
distinction is between playing the 
game and umpiring it.” Too much 
regulation is condemned, in that it 
drives capital from the field and 
destroys that initiative, which, “prop- 
erly directed is capable of making 
the exercise of property rights most 
fruitful to mankind.” 

Many attribute the curtailing of 
railroad investment to the over- 
regulation of railroads. Hence, 
there is a feeling upon the part of 
many public men that this has been 
carried too far. For these reasons, 
Mr. Lavine’s article is of timely in- 
terest, and also suggests principles 
which may be accepted as a guide 
in determining the extent to which 
public utilities should be regulated. 


ACE INSTITUTE’S Course War 


in War Emergency Clerical 
Service for Women is now 
fairly under way. 


to wrestle with the intricacies of 
Government pay-roll forms, vouch- 
ers, records, and sales procedures. 


Mr. J. T. Kennedy, who is 
directly in charge of the course, 
reports that excellent progress is 
being made by the students. Evi- 
dently they realize that in the pres- 
ent national crisis, every woman, as 
well as every man, must be trained 
to do her part efficiently. 


Several New York corporations 
are deeply interested in the work, 
and have already expressed them- 
selves as willing to employ these 
trained women in their offices to 
take the places of men who have 
enlisted. 


ALBERT R. FISHER, Accountancy 
Institute of Brooklyn, has severed 
his connection with the Kanouse 
Water Company to accept a posi- 
tion as assistant bookkeeper for the 
Keystone Mineral Company. 


W. G. WILKINS, Newark School 
of Accountancy, has recently ac- 
cepted a position as office manager 
and accountant for Ricketts & Com- 
pany, Inc., mining, metallurgical and 
chemical engineers, New York. 


EPSDW 


This sounds like a code. 


It is a code, meaning that our 


experience, personal service, and distinctive work 


will appeal to you. 


Accounting Systems 


Printing 


Binders 


Lithographing 


Our knowledge of accounting in all of its branches, our 
long experience in manufacturing and selling this class 
of merchandise, enables us to give accountants excep- 
tional assistance in the preparation of copy and instal- 


lation of systems. 


Our men are trained for particular work. 
It is yours for the asking. 


EDWARD KIMPTON COMPANY 


MANUFACTURERS 


60 John Street 
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Two earnest SCNCY 
groups of women meet twice a week Course 
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\N the solving of 
business problems 
—and, after . all, 


successful business 
consists almost entirely in solv- 
ing problems that are constantly 
arising—it is very essential that 

) judgment should not be allowed 
to relax for an instant. 

This point is well illustrated by the solutions 
that were offered to the following problem, taken 
from the final examination in Practical Account- 
ing, Pace Standardized Courses, in February, 
LOTT: 


The X Refining Company buys railroad cars, for 
which $10,000 was paid in cash, January 1, 1913; and 
four notes were given, each for $10,000, payable Janu- 
ary 1, 1914, 1915, 1916, and 1917, respectively. The 
$10,000 face value of each note includes principal and 
interest at 5 per cent. per annum, not compounded. 

In an audit as at December 31, 1916, wherein you 
are required to show the net profit for each of the 
years, you find that all of these notes have been paid, 
except the one due January 1, 1917. These payments, 
together with the $10,000 cash payment, have been 
charged in full to Car Equipment Account. What ad- 
justing entries, if any, would you make for each year? 


The Car Equipment Account should have been 
debited with the purchase price of the cars at 
January 1, 1913, but not including any interest 
thereon due to extension of time of payment. 
Also, on that date liability should have been en- 
tered for the amount of notes given. 

Since the note maturing on January 1, 1914, 
contained five per cent. interest upon the prin- 
cipal, the amount of the principal in that note 
may be obtained by dividing $10,000 by 1.05. 
Similarly, the note due on January 1, 1915, con- 
tained principal with interest thereon at the rate 
of five per cent. for two years. The principal, 
therefore, may be obtained by dividing $10,000 
by 1.10. In like manner, the principals of the 
remaining two notes may be found by dividing 
$10,000 by 1.15, and 1.20, respectively. As a 
result of these calculations, we find the princi- 
pals of the four notes to be as follows: $9,523.81, 
$9.090.91, $8,695.65 and $8,333.33, making a total 
principal for the four notes of $35,643.70. 

Evidently, therefore, the cost price of the car 
equipment would be the sum of these principals 
and the $10,000 cash which was paid on January 
1, 1913, making a total of $45,643.70, which should 
have been charged to Car Equipment Account. 

Instead of this result, we find that the account 
has been charged with four payments of $10,000 
each, and therefore stands at $5,643.70 less than 
the correct amount. 

In the above calculations by which the princi- 
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pal of each note was obtained, the 
interest amounts included in each 
of the notes are found to be as fol- 
lows: $476.19, $909.09, $1,304.35, 
$1,666.67, making a total of $4,356.30 interest 
included in the four notes. 

Having successfully reached this point in the 
solution, many students allow their judgment to 
relax. They realized that the Profit and Loss 
Account for each of the years 1913, 1914, 1915, 
and 1916 must be debited for an interest amount. 
Also, they had calculated the amounts of interest 
included in the notes maturing just after the 
close of each of these years. It did not require 
much relaxation of vigilance to solve the prob- 
lem of debiting the interest amounts so obtained 
to the Interest Accounts of those years. It 
speaks well for the watchfulness of the young 
business men of to-day that so few did make 
this slip. 

Such a solution would have been incorrect. 
Under it, the years in which the greatest amount 
of principal was outstanding would receive the 
smallest amount of interest charge. Further 
thought shows that the amount of principal out- 
standing during each of the four years must be 
ascertained, and interest thereon calculated at 
the required rate, to give the proper amount 
chargeable to the Profit and Loss Accounts of 
the several years. 

The following table gives the result of these 
calculations: 


Principal 

Outstanding Interest 
Year During Year Thereon at 5% 
1913 $35,643.70 $1,782.19 
1914 26,119.89 1,305.99 
1915 17,028.98 851.45 
1916 So doe 416.67 


The note due on January 1, 1917, was out- 
standing on December 31, 1916, and must there- 
fore be set up as a liability as at that date. 

The following Journal entry fulfils all the re- 
quirements of the problem: 


Sundries to Car 
Note Payable’ 26.) 004)2) kien 
Interest Account for 1913... $1.782.19 


Equipment 
$10,000 


Interest Account for 1914 1,305.99 
Interest Account for 1915 851.45 
Interest Account for 1916... 416.67 
Car Equipment Account..... 5,643.70 


To set up liability for Car Equipment Note, 
and to debit the Interest Accounts for the vari- 
ous years with their proper amounts, which have 
been debited in error to Car Equipment Account. 
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YSTERIA will be one of our 
greatest foes in the present 
crisis. It can do more harm 

than an enemy’s shell. It is hard 
to combat because it is so intangi- 
ble, and when once it has a 
start, it is harder to stop than a 
retreating army. Responsibility for 
the control of this hysteria rests 
squarely with America’s business 
men, and the way in which they are 
assuming it has already proved to 
be a stabilizing influence of great 
importance. 

They feel that the great problems 
confronting the United States can 
be more easily solved, if viewed 
sanely by all. Conditions will not 
always be desirable, but common 
sense can alleviate them. 

Henry Clews, writing in the 
Weekly Financial Review, published 
by Henry Clews & Company, says: 
“There is much complaint in all 
directions about high prices, and in- 
dications already point to lessened 
Food is exceedingly 
high, and unless relief is found some 
sort of Government food control 
may be expected as a war measure. 
The labor situation also promises to 
become more acute. Scarcity is al- 
ready pronounced, and will be more 
so when a half to one million men 
are drawn into the army. Not less 
than three men are required at home 
to support one in the field, so that 
the labor situation calls for prompt 
and intelligent consideration.” 

Mr. Clews goes on to say that the 
mobilization of our finance and in- 
dustry upon a war basis will for a 
time be the controlling factor in 
business circles. “Such an adjust- 
ment naturally causes more or less 
inflation and derangement.” The 
vast sums voted by Congress can- 
not be spent all at once, and it is 
to be hoped that they will be with- 
drawn from the financial market 
with as little disturbance as pos- 
sible. 

“Our own expenditures will begin 
gradually and be extended over 
many months before additional 
loans can possibly be needed. The 
loans to our allies is a similar proc- 
ess and is likely to follow similar 
lines; that is, the bonds will prob- 
ably be issued at stated periods, 
when most needed, thus avoiding the 
injurious effects of locking up huge 
amounts at once, or suddenly with- 
drawing them from employment in 
the regular channels of trade. The 
effects of these transactions will, of 
course, be far-reaching and tempo- 
rarily unsettling. These vast sums 
will be likely spent in the United 
States, partly for our own Army and 
partly for the Allies. That means 
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further activities in certain indus- 
tries, and possibly still higher prices 
for their products, although it must 
be remembered that the Govern- 
ment will use all power available 
to prevent undue advances.” 

The eminent financier feels that 
the present uneasiness over the Gov- 
ernment tax proposal is somewhat 
unnecessary. He believes that, so 
far as taxation goes, the object 
should be to raise as large a sum 
by taxes as feasible and consistent 
with an equitable distribution upon 
all classes; the higher rates, of 
course, falling upon those best able 
to bear them. Undoubtedly we can 
trust the Administration to handle 
the bond and note issue with as lit- 
tle public inconvenience as possible, 
so that the rates will not be carried 
so high that capital and home enter- 
prise will be seriously impaired. 


J. PHILIP BAYER, Pace Institute, 
has recently accepted the position 
of bookkeeper for the Jensen Cream- 
ery Machinery Company. Mr. Bayer 
was formerly in the employ of The 
New York Central Railroad Com- 
pany. 


EDWARD C. QUENZER, New 
York Institute of Accountancy, has 
entered the practice of public ac- 
counting on the staff of John H. 
Koch & Company. Mr. Quenzer 
was formerly employed by the New 
York Edison Company. 


H. E. SCHRIVER, Pace Institute, 
Extension Division, announces his 
succession to the public accounting 
practice of his former employer, 
J. C. Shumberger. Mr. Schriver’s 
offices are in the Union Trust Com- 
pany Building, Harrisburg, Pa. 


PHILIP N. MILLER, B.A., C.P.A., 
New York Institute of Accountancy, 
1910, has accepted an executive po- 
sition with the Federal Accounting 
Corporation, 43 Exchange Place. 
Mr. Miller was formerly associated 
with the Platt & Washburn Refining 
Company. 


EGBERT S. HARVEY, Pace Insti- 
tute, Extension Division, formerly 
bookkeeper for The George Wash- 
ington Life Insurance Company, has 
resigned to accept a position on the 
staff of The State Public Service 
Utility Audit and Investigating Com- 
pany of Charleston, West Virginia. 
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T is a surprising fact, but it is 

estimated that labor troubles in 

this country waste annually the 
vast sum of $1,000,000,000. This is 
one-seventh of the amount recently 
voted by Congress to carry on the 
war. 

The fundamental cause of most 
labor troubles seems to be a mis- 
understanding between employers 
and employees. Anything that will 
assist in removing this misunder- 
standing will be of incalculable ben- 
efit to the country. 

If employers could be brought 
more generally to realize that em- 
ployees need training which their 
daily routine does not give them, 
they would advance a distinct step 
toward a better understanding of 
labor’s view-point. Employees ben- 
efiting by this increased knowledge 
of business, and feeling that those 
above them were taking a real in- 
terest in their advancement, would 
get, to some extent, their employ- 
er’s angle of vision. 
see that ideas are not wrong simply 
because they emanate from capital. 

Constructive educational programs, 
worked out with the codperation of 
both groups, will do as much as any 
other single thing to remove the 
present misunderstanding. The re- 
sultant financial saving will be only 
one benefit. Every man in an or- 
ganization will be brought into 
closer touch with his fellows and 
with his superiors. Efficient work 
is bound to follow. 


AMBROSE C. BRADY, Pace In- 
stitute, has severed his connection 
with Messrs. Cordley & Hayes to 
accept the post as bookkeeper for 
the Dale-Brewster Machinery Com- 


pany. 


BERNARD H. DREIFOOS, Pace 
Institute, has resigned his position 
with The American Insurance Com- 
pany to accept the position as 
assistant bookkeeper in the office of 
The Scarsdale Estates. 


HARRY R. NEWITT, Pace Insti- 
tute, has accepted the position of 
office manager for Arthur H. Lee & 
Sons. Mr. Newitt was formerly en- 
gaged as junior accountant with 
Dennis & Young, public account- 
ants. 


MISS HENRIETTA BRAUNS- 
DORF, Pace Institute, has recently 
severed her connection with The 
New York Kindergarten Association 
to accept a position on the book- 
keeping staff of the Rainier Motor 
Corporation. 


Edu- 
cation 
and 
Labor 


They would . 


English 
Depart- 


ment ||= 


Horatio 
N. Drury, 
BVA. 


Examples 
of 

Pure 
Operating 
Letters 


PERATING iet- 
ters are intended 
| to aid in the con- 
duct of the execu- 
tive or the admin- 
istrative details of 
an organization. 
Such letters are, 
of course, written 
by persons vested 


es Poe Reels Sao 
with authority to give directions and 


orders. Operating letters should be 
unmistakably clear, since a word or 
a phrase doubtful in meaning often 
results in embarrassment or costly 
delay. 

Clearness in giving orders in op- 
erating letters is insured by an 
observance of the following steps: 

First—Know precisely what you 
wish done before you order it done. 

Second—Communicate your order 
in such a definite manner that the 


. person who is to carry it out under- 


stands it thoroughly. 

Third—Secure a reaction from the 
person to whom the order is given 
for fulfilment; that is, an acknowl- 
edgment indicating that the order 
has been received and is under- 
stood. 

Operating letters may be roughly 
divided into two main classes: first, 
letters that give direct, brief in- 
structions, and letters containing the 
acknowledgment of the receipt of 
such letters; and, second, letters that 
represent a blend of operating letters 
and of such other types of letters 
as the particular matter in hand may 
make desirable. 

Interdepartmental communications 
of a railroad, for example, usually 
belong to the first class, while the 
letters from the home office of an 
insurance company to its agents in 
the field belong to the second class. 

Interdepartmental operating let- 
ters are usually written on a cheap 
quality of paper without printing, in 
order to save expense. 


October 25, 1914. 
Mr. F. M. Smythe, Agent, 
Disston, Nebraska. 
Dear Sir: 

Your attention is called to the 
fact that the shipments of wheat 
from your station for September, 
this year, $17,269.50, have fallen much 
below the shipments of last year, 
which amounted to $23,475.89. The 
falling off is more than 26 per cent. 
The wheat crop is larger this year 
than last. 

Can you give any good reason for 
the falling off? 

Truly yours, 
D. C. WEST, 
Division Freight Agent. 
DCW/B 
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November 6, 1914. 
Mr. D. C. West, 
Division Freight Agent, 
Chicago, Il. 
Dear Sir: 

Your letter of the 25th in respect 
to the falling off in our wheat ship- 
ments at hand. 

The wheat crop in this vicinity is 
better than last year, but we had 
severe local rains during the early 
party of September, which pre- 
vented the hauling of wheat to the 
elevators. The month of October 
will show an abnormal increase due 
to the falling off in September. 

Truly yours, 
F. M. SMYTHE, Agent. 
FMS/B 


July 10, 1914. 
Mr. W. B. Jones, 
Chief Engineer, 
Building. 
Dear Sir: 

Prepare and submit by September 
1st detailed estimate showing the 
cost of reducing the curve between 
Dunken and Waverly to one-half of 
one per cent. 

Truly yours, 
F. B. BROWN, 
General Manager. 
FB/B 


July 10, 1914. 
Mr. F. B. Brown, 
General Manager, 
Building. 
Dear Sir: 

Your instructions of this date in 
respect to estimate on cost of re- 
ducing curve between Dunken and 
Waverly are received, and the esti- 
mate will be submitted well in ad- 
vance of the date you specify. 

Truly yours, 
W. B. JONES, 
Chief Engineer. 
WBJ/B 


NOTE.—This letter secures a re- 
action which shows an understand- 
ing of the order and fixes the re- 
sponsibility for completion within a 
certain time. 


Omaha, Nebraska, 
December 15, 1913. 
Mr. M. O. White, Asst. Secty., 
54 Wall Street, 
New York City. 
Dear Sir: 
Prepare a list of stockholders for 
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use at the annual meeting to be 
held on the 15th of January next. 

The list is to be made as at the 
close of business on December 31, 
1913, and is to show, in respect to 
each stockholder, the name, the ad- 
dress, and the shares of preferred 
or common stock standing in his or 
her name on the date stated. 

The list is to be shipped by Wells 
Fargo Express, marked “Valuable 
Papers,” not later than January 10th. 

Truly yours, 
W. H. MERTON, 
Secretary. 
WHM/B 


December 18, 1913. 
Mr. W. H. Merton, 
Secretary, 
Building. 
Dear Sir: 

Your letter of December 15th is 
received, and the list will be pre- 
pared and shipped in accordance 
with your directions. 

Owing to the large amount of 
stock outstanding and its wide dis- 
tribution, there will be more than a 
thousand additional names on the 
list this year. In order to be sure 
of preparing the list on time, a 
special clerk should be employed 
for the two weeks beginning De- 
cember 27th. Will you please au- 
thorize such extra expenditures as 
may be necessary? 

Truly yours, 
M. O.. WHITE, 
Assistant Secretary. 


December 19, 1913. 
Mr. M. O. White, Asst. Secty, 
54 Wall Street, 
New York City. 
Dear Sir: 

Your letter of December 18th is 
received. It is true that your work 
will be heavier this year, but you 
have lost sight of the fact that you 
have had an additional clerk since 
the 1st of February. The work can 
undoubtedly, therefore, be carried 
out with your regular staff. 

I shall, therefore, hold you re- 
sponsible for shipping the complete 
lists on the date specified, namely, 
January 10th. 

Truly yours, 
W. H. MERTON 
Secretary. 
WHM/B 


NOTE.—Note the fixing of the re- 
sponsibility to avoid an excuse for 
failure to finish the sheets at the 
time specified. This is a very im- 
portant part of the second letter 
from the Secretary. 


Modified 
nerating 
Letters 


Re: Wm. T. Badger, 
Rose Avenue, 
Bridgeport, Conn. 
EASTERN CASUALTY 
COMPANY 
245 Broadway 
New York 
April 10, 1914. 
Messrs. Ware & Ware, 
2121 Main Street, 
Bridgeport, Conn. 
Gentlemen: 

This letter is in reference to the 
above risk on which you have writ- 
ten policies covering the inside and 
outside glass. 

The Eastern Insurance Company 
of New York have complained that 
you did not charge the proper pre- 
miums. This complaint is probably 
founded on the fact that the sizes 
contained in your policy are some- 
what too small. 

Since we are desirous of having 
all the business in your territory 


' written at the correct rate, we sug- 


gest that you confer with the agents 
of the Eastern Insurance Company, 
H. B. Farr & Co., and find out the 
points of difference. 

Kindly have the policies corrected 
and the proper rate endorsed upon 
them, in order that the books of 
our Company and the books of the 
Eastern Insurance Company may 
agree. 

Very truly yours, 
EASTERN CASUALTY 
COMPANY, 
B. F. Manton, 
Superintendent Plate Glass 
Department. 


Re: Los Angeles 
Medical Examiner. 
WESTERN INSURANCE 
COMPANY 
212 Pacific Avenue 
San Francisco, Cal. 


October 1, 1914. 


Mr. F. J. Warden, Manager, 
Western Insurance Company, 
Los Angeles, California. 


Dear Sir: 
. This letter is in reply to yours of 
September 30th. We approve of 
your suggestion to appoint Dr. Gor- 
don of your city the assistant ex- 
aminer to Dr. Fox. You will per- 
sonally see to it, however, that Dr. 
Gordon is never employed to the 
exclusion of Dr. Fox, and that ap- 
plications are turned over to him 
only when Dr. Fox needs his as- 
sistance, or when in actual emer- 
gencies the latter is not available. 
Yours truly, 
S. V. PETERS, 
Medical Director. 


June, 1917 


Re: John Wilkins, 
Wheeling, W. Va. 
SOUTHERN INSURANCE CO. 
Endover Building 
Baltimore, Md. 
November 11, 1914. 
Mr. James R. Tate, Manager, 
Southern Insurance Company, 
Wheeling, W. Va. 
Dear Sir: 

Replying to your favor of the 9th, 
we are willing to consider this case 
on the Five Payment Life Plan, but 
we do not like the plan of issuing 
the policy until there is some indi- 
cation that Mr. Wilkins will accept 
that form of contract. If you are 
convinced that a Five Payment Life 
policy can be placed, send us a tele- 
gram to that effect and we will issue 
the policy at once. 

Yours truly, 
C. T. BAGBY, 
Superintendent. 


Re: James Warden, No. 899765-A. 
THE LIFE INSURANCE 
COMPANY OF AMERICA 

24 Madison Avenue 
New York 
February 9, 1914. 
Mr. F. G. Porter, 
High Bridge, N. Y. 

Dear Sir: 

We have once more looked care- 
fully into the writing of this appli- 
cation by Agent Horton of the Long 
Island City District. In order to 
eliminate any possible doubt, we 
went to the expense of sending a 
Home Office Inspector on the case. 
After reading his report, we can- 
not see that Agent Moore has any 
just claim in this transaction. 

That Agent Moore wrote a Part A 
and collected $3 advance payment 
appears to be true, but that he also 
held this money for almost four 
months, and did not make an effort 
to see the risk until the latter wrote 
asking for the return of the money, 
is also true. Furthermore, your 
agent willingly transferred the In- 
dustrial business to the debit of 
Agent Horton, of the Long Island 
City District, for the reason that— 
to quote from the agent’s letter— 
“It took too much time for me to go 
there and make collections.” 

We do not criticize the agent for 
making the transfer. When, how- 
ever, it is considered that he had 
good prospects of closing an Ordi- 
nary Application on this life, the 
most business-like course to adopt 
would have been to hold fast to the 
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Industrial business until he had 
reached a definite conclusion with 
the life proposed as regards the Or- 
dinary Application. 

No effort appears to have been 
made by your agent even to see the 
risk after the latter changed his ad- 
dress. Then, it appears that he 
would not have heard anything 
about the other agent’s success in 
closing an application if the life 
proposed had not written to him, 
demanding the return of his $3. 

If Mr. Moore feels at any time 
that he would like to have an inter- 
view with the Manager, we shall 
be glad to arrange for such an in- 
terview. It would be useless, how- 
ever, to make any arrangements for 
an interview with Agent Moore for 
the sole purpose of discussing this 
case, since our decision in reference 
to the credit and the commission 
will not be changed. 

Your truly, 
THE LIFE INSURANCE COM- 

PANY OF AMERICA. 

Wallace P. Richards, 
General Manager. 


EDWARD CUNNINGHAM, Pace 
Institute, has accepted a position on 
the auditing staff of R. H. Ingersoll 
& Bro. Mr. Cunningham was for- 
merly employed by the Rainier 
Motor Corporation. 


CLIFFORD K. CUEMAN, Newark 
School of Accountancy, has recently 
joined the staff of Frederick H. 
Hurdman, public. accountant. Mr. 
Cueman was formerly in the employ 
of Whittlesey, Myer & Wythes. 


FRED C. NORDHEIM, Account- 
ancy Institute of Brooklyn, has sev- 
ered his connection with Warner- 
Godfrey Company to join the au- 
diting staff of S. D. Leidesdorf & 
Company, public accountants. 


WILLIAM C. DEMPSEY, 114 
Brooklyn Avenue, Brooklyn, N. Y., 
has just graduated from the Pace 
Institute, Extension Division, hav- 
ing completed all prescribed work 
in a very consistent and creditable 
manner. 


DAVID C. MC KEAN, Detroit 
Technical Institute, is actively en- 
gaged in the service army that is 
preparing to equip the military and 
naval forces of our country. He has 
recently been appointed to the po- 
sition of assistant superintendent of 
the Brunswick Marine Construction 
Corporation, Brunswick, Marion Co., 
Georgia. This organization is under- 
taking a large share in the national 
shipbuilding program. 


Aesop 
in Busi- 
ness— 
Horace 


HERE was once a young man 
of Academic Vision named 
Horace. 

In college he had thoroughly 
grasped the Major Concept that the 
Lucrative Angle of Business is the 
Selling Angle. 

He had also assimilated the Minor 
Concept that Persistency can realize 
all Hopes. 

His friends told him that he had 
Business Perspicacity, and that he 
would prove an Effective Awakener 
of Commercial Somnolence. 

Through the friendly interest of 
a classmate’s uncle, he was Added 
to the Distributing Staff of a firm 
selling Office Equipment and Things. 

Horace was handed an illustrated 
Catalogue, an Order Book, and a list 
of Logical Purchasers, and was en- 
joined to Keep his Eye on the 
Dotted Line. 

Accordingly, he made his first 
Call upon the Purchasing Agent of 
a large Corporation that jobbed in 
Health Underwear of the Three- 
Initial Variety. The Office Boy was 
Somewhere Else, and Horace did not 
wait to be Announced. 

The Purchasing Agent was al- 
ready engaged in Conducting a De- 
fensive Conversation with a Supe- 
rior Officer, who wanted to know 
why he had done a Certain Thing. 
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He found it Hard to welcome Hor- 
ace with Enthusiasm. 
Horace did not sense the Elec- 


tricity in the Atmosphere. He 
mounted the Springboard and 
plunged in. His convictions on 


Persistency would not allow him to 
be Halted. 

At last Horace arrived at the Dot- 
ted Line. Then the Purchasing 
Agent recovered himself and pro- 
ceeded to Act. He opened the Door 
with Violence and Showed Horace 
the Speedy Way Out. He also used 
Plain Language about the Undesir- 
ability of a Return Call. 

Moral: It’s a Wise Youth who can 
Modify his Concepts to Meet a 
Condition. 


URING the past month a re- 

quest was made of Pace & 

Pace to secure experienced 
stenographers to serve in the mili- 
tary and naval branches of the 
United States. In response to the 
call six men were placed. The po- 
sitions involved enrolment in re- 
serves and all the men are now in 
active service for the branch in 


which they enrolled. Reports re- 
ceived state that the officers in 
charge of the several offices are 
pleased with the work of these men 
and the men are highly gratified 
with their new positions. The men 
placed are: : 


Marine Corps Pay Office, New 
York: 
David P. Knob 
William C. Berthold 
Marine Corps Pay Office, Wash- 
ington: 
Frank J. Kaiser 
Henry Engel 


Marine Corps Recruiting Office, 


New York: 
Louis Ehlen 
Naval Coast Defense Reserve: 
Thos. J. O’Neill, Yeoman, 3rd 
Class, for assignment on board 
the Tanihwa. 


JOSEPH F. HARRINGTON, Pace 
Institute, successfully passed the 
recent examinations given by New 


York State for the degree of Cer- 


tified Public Accountant. 


LEONARD V. CLOSTERMAN, 
Pace Institute, has left the employ 
of The Audit Company of New York 
to accept a position as accountant 
for the August Mietz Engine Works. 


Judging from the Past > 


Every year the demand for copies of The Annual Review of the Annalist, issued the 
first week in January, exceeds the supply and the edition is quickly exhausted. 


The Annual Review of The Annalist contains the 


and exhaustive summaries of business and 


to be found in any publication. 


Forecasts of the commercial prospects for the coming year occupy an important place 


Tabular 


industrial 


most complete 


development 


and Statistical data gathered together in reviews form a 


treasury ftom which the man who is interested in the commercial 
development of the United States can draw without stint. 


To anticipate the demand for The Annual Review and to place these facts within reach 
of all, we will send the next six issues of The Annualist, including The Annual Review, 
to any address, postpaid, on receipt of 50 cents, money or stamps. 


The Annalist 


The Journal of Finance, Commerce, and Economics 


TIMES SQUARE 
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>} CCOUNTANCY is a profession. 
It has long been regarded as 
such by those who have known 
1 | it well. If there be any business 
a el | J|| men who still regard it merely 
—— 3] as an occupation, a trade, to be 
I; “1h considered upon a par with the 
oa ee more mechanical employments, 
they are not familiar with either the high order 
of abilities necessary for a successful practice of 
Accountancy, or with the high standard of ethics 
which characterizes this practice. 
In a previous issue, we 
quoted from Dr. John H. 
Finley, as follows: 


“Wherever, outrunning the 
desire for personal profit, we 
find joy in work, eagerness 
for service, and a readiness 
for codperative progress, 
there trade has been left be- 
hind and a profession en- 
tered.” 


Audited Financial Statements 
Pages 134-136 


The most recent expres- 
sion of this professional 
characterization of Account- 
ancy is found in the move- 
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' LEADINGZARTICLES~ 


Charles G. DuBois 


Biographical Sketch 
Page 127 


Law Department 
Pages 128-129 


Originality in English 
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dation by the contribution of $25,000 from George 
O. May and the other partners of Price, Water- 
house & Company, and by the contribution of 
$15,000 from Elijah W. Sells and the other part- 
ners of the firm of Haskins & Sells. Other con- 
tributions by members of the profession are ex- 
pected to bring the sum to $150,000, the income 
of which has been calculated as being sufficient 
to make the plan successful. The interest in the 
idea is so great that probably an amount far in 
excess of the above will be available for the use 
that has been indicated. 

When this bureau is fully 
developed, the individual ac- 
countant of the far distant 
cities will find at his disposal 
definite information accumu- 
lated by all the larger Ac- 
counting firms over a great 
period of time. He will be 
enabled to do better work 
for his client than he other- 
wise would; and as a result 
the additional information 
he acquires will be added to 
the central storehouse and 
be made available to the 
other members. 


ST ON A OC Ot pom rn 


Page 138 ‘ 3 E 
ment now under way for the ; In founding this clearing 
establishment, by the Ameri- Personal Notes house for Accountancy infor- 
can Institute of Account- Page 140 mation, the accountants of 


ants, of a central library, and 
Statistical bureau. This is a 
department in which will be collected such infor- 
mation as is valuable to the profession at large— 
information which has been acquired as the result 
of long practice, investigation, and analysis, by 
members of the profession, and which will thus 
be made available for the use of all their fellows. 
In this movement the codperative spirit finds 
definite expression. Several of the largest Ac- 
countancy firms—the firms which have built up 
the greatest store of this information, and which 
are, therefore, the least likely to need such a 
bureau, are the firms which are doing the most to 
put this information in the hands of their associ- 
ates who are less fortunately equipped. 
The movement was given a very definite foun- 


the Nation will take a great 

Step toward _ establishing 
their professional status beyond the possibility of 
question or cavil. 

The professional attitude of the accountants is 
further evidenced by the rules of professional 
conduct which have been approved by the Coun- 
cil of the American Institute of Accountants. 
The following code, approved on April 9, 1917, 
embodies in definite form the rules of ethics 
which have for many years governed the leading 
members of the Accountancy profession. It 
should prove of great interest, not only to the 
accountants themselves, but also to the business 
men of the country who are served by the ac- 
countants, and whose interests are best served 
and protected by high professional requirements. 


Amer- 
ican 
Institute 


Ethics 


American 
Institute 


(Continued) 


“1. A firm or partnership, all the 
individual members of which are 
members of the Institute, may de- 
scribe itself as ‘Members of the 
American Institute of Accountants’; but a firm or 
partnership, all the individual members of which 
are not members of the Institute, or an indi- 
vidual practicing under a style denoting a 
partnership, when in fact there be no part- 
ner or partners, or a corporation, or an indi- 
vidual or individuals practicing under a style 
denoting a corporate organization, shall not de- 
scribe themselves as ‘Members of the American 
Institute of Accountants.’ 

“2. The preparation and certification of ex- 
hibits, statements, schedules, or other forms of 
Accountancy work, containing an essential mis- 
statement of fact, or omission therefrom of such 
a fact as would amount to an essential misstate- 
ment shall be, ipso facto, cause for expulsion, or 
for such other discipline as the Council may 
determine, upon proper presentation of proof that 
such misstatement was either wilful or was the 
result of such gross negligence as to be inex- 
cusable. 

“3. No member shall allow any person to prac- 
tice in his name as a public accountant who is 
not a member of this Institute, or in partnership 
with him, or in his employ on a salary. 

“4. No member shall directly or indirectly 
allow, or agree to allow, a commission, broker- 
age, or other participation by the laity in the 
fees or profits of his professional work, nor shall 
he accept directly or indirectly from the laity any 
such commission, brokerage, or other participa- 
tion for professional or commercial business 
turned over to others as an incident of his ser- 
vices to clients. 

“5. No member shall engage in any business 
er occupation conjointly with that of a public 
accountant, which in the opinion of the Execu- 
tive Committee, or of the Council, is incompatible 
or inconsistent therewith. 

“6. No member shall certify to any accounts, 
exhibits, statements, schedules, or other forms of 
Accountancy work, which have not been verified 
entirely under the supervision of himself, a mem- 
ber of his firm, one of his staff, a member of this 
Institute, or of a similar association of good 
standing in foreign countries, which has been 
approved by the Council. 

“7, No member shall take part in any effort to 
secure the enactment, alteration, or amendment, 
of any state or federal law, or any regulation of 
any governmental or civic body, affecting the 
practice of the profession without giving immedi- 
ate notice thereof to the secretary of the Insti- 
tute, who in turn shall at once advise the Execu- 
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tive Committee or the Council. 

“8. No member shall directly or 
indirectly solicit the clients nor en- 
croach upon the business of another 
member; but it is the right of any member to give 
proper service and advice to those asking such 
service or advice.” 


HE productive value of the middle-aged 

man, the worker between the ages of forty- 
five and sixty-five, is to be tested out by Benjamin 
J. Rosenthal, the well-known Chicago capitalist 
and philanthropist. Mr. Rosenthal no doubt has 
encountered the superstition that is abroad in 
the commercial world, that no one should be 
added to the salary list who is above forty. One 
of the most difficult problems for a vocational 
bureau to solve is the placement of men who, 
at the age of forty or above, have lost step with 
an organization position. Mr. Rosenthal states 
in a newspaper interview the test that he is about 
to apply, as follows: 

“Twenty middle-aged men whom we have en- 
listed will be employed by one of the largest 
houses in Chicago. 

“The head of this house, to make an efficiency 
test, will put them in the correspondence de- 
partment. Alongside of them will be twenty 
young men, and each individual will have the 
same work to do. They will open, sort, and file 
correspondence and do auditing work. 

“If these twenty middle-aged men do half as 
much work as the younger men, they will be 
paid half as much. If their efficiency is equal to 
the younger men, they will receive the same 
salary. 

“Young girls, many of them still children, 
physically, who will work for almost nothing, 
are responsible for the thousands of unemployed 
old men who walk the streets, vainly looking for 
work, 


“Many of these girls are ruined before they 
are twenty by hard work, and old men are kept 
out of positions which they could better fill. The 
test we are making will, I think, educate the busi- 
ness world to realize what they are wasting, and 
save the younger generation from themselves.” 

We predict that the producing capacity of the 
men under test will be found satisfactory. Even 
with such a demonstration, many organizations 
will hesitate to place men of middle-age, or above, 
on their pay-rolls, and the problem will still exist. 


The grain sack is of little use till the sheaves have 
been run through the threshing machine. Our accu- 
mulated impressions and experiences need the same 
threshing process. Most of them are of no value; why 
give them mental storage? 
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man than I supposed I’d see, 

but, on the other hand, 
you’ve got just that many more 
years of hard work in you.” This 
was the way in which Theodore N. 
Vail, soon after he had been elected 
president of the American Tele- 
phone and Telegraph Company, in 
1907, greeted Charles G. DuBois, 
whom he had sent for as being one 
of the best accountants then in the 
business eye. That first interview 
must have been thoroughly satisfac- 
tory to both Mr. Vail and Mr. 
DuBois, for the latter was elected 
comptroller of the “A. T. & T.” 
Company on July 1, 1907, when ke 
was thirty-seven years old, and he 
still holds that highly important 
position. 

Mr. DuBois’s business career has 
been one realized opportunity after 
another, until to-day, though still in 
his forties, he is known, wherever 
Big Business is understood and 
talked about, as a front-rank ac- 
countant, organizer, financier, and 
economist. 

Charles G. DuBois was born on 
March 22, 1870, in New York City, 
where his parents were sojourning 
for a short time. Mr. DuBois is, 
however, a simon-pure New Eng- 
lander, inasmuch as his forebears 
had lived there for generations. His 
father, William H. DuBois, was for 
many years treasurer and inspector 
cf finance of the state of Vermont. 
The family home is at Randolph, in 
that state, where some of Mr. 
DuBois’s brothers and sisters, as 
well as other near relatives, still 
live. 

Mr. DuBois was graduated from 
Dartmouth College, in 1891, with the 
degree of Bachelor of Arts. While 
in college he took part in many stu- 
dent activities, among them manag- 
ing the baseball team during his 
senior year. He was a good student, 
though, to use his own words, “not 
an especially brilliant one.” He was 
particularly interested in economics 


i can 1 a good deal younger 


' as applied to practical life—an inter- 


est he has had ever since. Strange 
as it may seem, in view of his after- 
college business proclivities and suc- 
cess, he was exceptionally interested 
in Latin and Greek, and the humani- 
ties, generally; and stranger yet— 
from the view-point of many edu- 
cators of the present day—he is glad 
that he had to dig out Greek roots 
and master Latin prosody. 

“I still stand by the guns of the 
old-fashioned educators,” said Mr. 
DuBois. “I believe that the study 
of Latin and Greek is the finest pos- 
sible mental discipline for every kind 
of young man who does not have a 
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very pronounced natural bent in 
some given direction. You need a 
trained mind for Business; Latin and 
Greek help to provide that training, 
for the best methods of teaching 
these subjects have been so well de- 
veloped through many years that 
they give a thorough mental drill.” 
Upon graduation from Dartmouth, 
Mr. DuBois got a job as clerk in the 
New York office of the Western 
Electric Company, then a small or- 
ganization, with its main office and 
manufacturing plant in Chicago and 
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the somewhat smaller one in New 
York employing about 300 men. He 
had certain qualifications that helped 
him at once in business. He knew 
bookkeeping, having mastered it as 
an assistant to his father while the 
latter was treasurer of Vermont; he 
wrote a legible hand; and he was 
naturally systematic and of an in- 
quiring turn of mind. In five 
months’ time he had risen to be chief 
clerk over the half-dozen men mak- 
ing up the office staff of the New 
York office. 

“At that time,” said Mr. DuBois, 
“office procedures were crude and 
inefficient. ‘There were no labor- 
saving office appliances to be had. 
All clerical work was done in long- 
hand. If three duplicates of a bill 
were needed, each one had to be 
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written out separately. Books were 
kept by means of the old-fashioned, 
complete-Journal record. It took a 
tremendous lot of time to perform 
the simplest task.” 

Like the other manufacturing 
plants of the country, the business 
of the Western Electric Company 
was increasing with great rapidity. 
It became necessary for some one to 
simplify and systematize clerical 
methods. Mr. DuBois, viewing this 
necessity as his opportunity, jumped 
into the breach and worked out an 
accounting system, which, by means 
of modern statements and records, 
took care of the company’s business 
as fast as it developed. 

In 1897, six years after joining 
the company, Mr. DuBois was trans- 
ferred to the main office, at Chicago, 
to take charge of the accounting 
part of the work that had been 
handled by Mr. J. M. Jackson, the 
secretary and treasurer, who had 
fallen ill. In 1898, Mr. DuBois was 
made secretary, performing the 
usual secretarial duties, and having 
supervision of the accounts as well. 

About that time, owing to the 
growth of the business, Mr. DuBois 
began to concern himself with shop 
accounting, especially in respect to 
costs, distribution of burden, and 
systematization. For the next ten 
years, the demands of the business 
caused him to develop into an ex- 
pert in costs. 

“New shops were being put up all 
the time,” said Mr. DuBois; “the out- 
put kept growing in quantity and 
kind; and there was constant need 
of the scientific determination and 
supervision of costs. The day of 
the shop foreman’s rule-of-thumb 
methods and casual judgment had 
passed; in its stead, blue-prints and 
detailed specifications were coming 
to be used for the mechanical work, 
and all shop records had to be put 
on a similarly scientific and accu- 
rate basis.” 

The Western Electric Company, 
in 1900, began to establish branch 
houses throughout the country, 
largely upon the advice of Mr. 
DuBois, who had become interested 
in the economic aspect of his com- 
pany’s business. Upon study and 
analysis, he had come to the con- 
clusion that the output of the com- 
pany could be more economically 
distributed through branch houses 


than through jobbers, who, of 
course, made profits. This idea 
finally prevailed, and in 1904 he 


added to his duties those of super- 
visor of branch houses. 

It was at this point in his career 
that the American Telephone and 
Telegraph Company found Mr. 
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Equity 


QUALITY is Eq 
uity.” Thus reads 
one of the maxims 
of Equity. But 
Equality is a difficult thing to 
determine. For years men have 
wrestled with the word. States- 
men have differed as to what 

constitutes the equality of the human race; 

economists have argued as to what is equality of 
opportunity, and no little discussion has resulted 
from the declaration of human equality by 

Thomas Jefferson. If any one accepted this 

maxim as a definition of Equity, they would be 

in the dark as to its true meaning. 

Equity is always a mystery to the beginner in 
the study of law. Nevertheless, the student 
seizes upon it as a cloak to cover his ignorance. 
Let the instructor ask him for the decision in 
a case, and if he does not know the answer, he 
will reply, “It is so and so in Equity.” But 
should the instructor ask him, What is Equity? 
the student immediately gets into trouble. 

No writer on Equity ventures an exact defi- 
nition of the term. Bispham, one of the authori- 
ties, offers no definition. Writers hesitate to give 
definitions of this term because of the excep- 
tions which might be given respecting any defini* 
tion and because Equity is a growth or develop- 
ment of justice. Therefore, I suggest a defini- 
tion composed on the basis of text explanations, 
not as an example of precision, but as a step 
toward giving a clearer comprehension of this 
branch of jurisprudence. The suggested defini- 
tion is: Equity is a system of justice designed 
to afford relief from the hardships incident to 
the inflexibilities and incompleteness of certain 
common-law rules and forms, and to afford an 
adequate remedy for an existing legal right where 
no such remedy existed at law. 

Law courts were instituted before equity 
courts. An understanding cf how Equity re- 
moved some of the injustices arising out of the 
strict interpretation of legal rules by law courts, 
may best be had by considering certain funda- 
mental phases of the law in conjunction with cer- 
tain examples. 

Under the old law, all rights or obligations 
flowed from three general sources. These are 
contained in what is known as the three-fold 
responsibility of the citizen to the law. The first 
of these imposes upon the citizen the duty of 
not injuring society, and its violation constitutes 
a crime; the second imposes upon the citizen 
the duty of not injuring the person or property 
of another, and its violation constitutes a tort; 
the third imposes upon the citizen the duty of 
abiding by certain of his agreements with others, 
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and involves the Law of Contracts. 

Cases arose where rights, as a 
matter of justice, should be con- 
ferred upon parties, which did not 
flow out of this three-fold responsibility. An 
example is what is known as “the right of con- 
tribution.” For instance, two persons are co- 
guarantors of a note, each promising to pay the 
full amount of the note in the event that the 
maker fails to do so at maturity. Under these 
circumstances there is a contract between the 
maker and the creditor, and a contract by each 
guarantor with the creditor, but no contract be- 
tween the guarantors. At law the creditor might 
compel either guarantor to pay the note in full. 
Assuming that one guarantor paid the debt in 
full, under the old common law he could not 
secure any remuneration from the other guar- 
antor, because none of the three things mentioned 
was present. It was no crime for the other 
guarantor to refuse to contribute to payment; 
nor was it a tort; nor did any contract with 
the guarantor who paid obligate him to con- 
tribute. Nevertheless, in all fairness, the guar- 
antor who paid the debt in full should receive 
contribution from the other guarantor. Equity 
intervened and decreed that justice required con- 
tribution from one guarantor to the other. This 
same general idea will be found present respect- 
ing other equitable rights, which the student 
learns in a law course. 

In addition to the rights which Equity afforded, 
there are equitable remedies. Equitable reme- 
dies are more easily understood than equitable 
rights. With but few exceptions, the common 
law recognized only money damages. Money 
damages would not always compensate for in- 
juries. A common illustration is where a man 
employs an agent to buy his old homestead, and 
the agent, instead of buying it for the man, buys 
it for himself—taking title. At common law the 
only remedy the man would have was an action 
for money damages; and there would be no 
means of securing that which was of more value 
than money to the principal—that is, the land 
itself. Equity intervened, so that the principal 
could obtain the land. 

Students sometimes get the impression that the 
rule just given applies to land only, but it applies 
to anything wherein money damages would not 
compensate. For instance, a famous piece of art 
or a family heirloom could be recovered. 

It is true, that some of the equitable rights by 
statutes have been made legal rights. Likewise, 
Equity is administered in some of the states by 
the same judges who adjudicate legal questions. 
This does not alter the principle, for a judge when 
hearing equity cases would be a chancellor so far 
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Assent 


as those kind of cases are concerned. 

The illustrations given afford an 
insight into this branch of jurispru- 
dence. In succeeding articles, spe- 
cific subjects of equitable jurisdiction will be con- 
sidered. There is probably no study so fasci- 
nating, once the student grasps the fundamentals, 
as that of Equity. 


UTUAL assent, in the Law of Contracts, 

consists of an offer and an acceptance. 
Until there has been mutual assent, no contract 
results. Not infrequently, the question as to 
whether a contract has resulted from negotiations 
arises in the purchase and sale of a commodity 
of fluctuating price—for instance, cotton. If it 
goes down, the person who had offered to sell 
it at a price higher than the present market may 
attempt to show that the other party contracted 
to purchase cotton. On the contrary, if the price 
goes up, the person who wanted to buy cotton 
at the time of the negotiations may attempt to 
show that there was a valid contract by the 
other party to deliver the cotton at the price 
mentioned in the negotiations. Sometimes there 
is a considerable sum in controversy—represent- 


ing the difference between the market price and 


the contract price. In a recent court case upon 
which I was engaged several telegrams between 
the parties had to be considered in conjunction, 
in the effort to determine whether or not a con- 
tract arose. 

Basically, the rule is, that there must be an 
offer by one party and an acceptance by the 
other. Simple as this may sound, difficulties are 
found in its practical application. Conduct as 
well as words are to be considered in determining 
whether an offer has been made and whether 
there has been an acceptance. Silence is not 
consent to an offer, unless accompanied by acts 
indicating an acceptance. 

Definiteness is the main test in determining 
whether a proposal constitutes an offer. There 
must be definiteness as to the amount, as to the 
subject-matter, and as to the parties. Unless 
there be this definiteness as to these elements, 
the proposal is not an offer but an invitation to 
deal. A proposal to buy goods from another, or 
to sell goods to another, at a “fair price,” “a rea- 
sonable price,” or a “fair market price,” is too 
indefinite to constitute an offer. There is even 
question as to whether an offer to take goods at 
the “highest market price’ may be considered 
definite. Indefiniteness as to quantities of goods 
was discussed in the last issue of The Pace Stu- 
dent. It will be remembered that if the proposal 
be to buy or to sell “not more than” a given 
quantity, it is too indefinite. But should the 
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proposal be to buy or to sell “not 
less than” a given quantity, it is 
definite as to the extent of the mini- 
mum named. Furthermore, there 
must be definiteness as to just what goods are 
contemplated. 

The question of definiteness as to parties has 
been frequently litigated. A circular letter or 
a catalogue proposing the sale of goods at prices 
named therein, is construed as a mere invitation 
to deal, extended to the public in general. It 
can not be assumed that every offer to the pub- 
lic is an invitation to deal. If Jones loses his 
watch and inserts an advertisement in the paper 
offering $10 reward for its return, this is a defi- 
nite offer. It is not made to the public in general, 
but to that person who may find the watch. 
Unless the person finding the watch had in mind 
the offer of Jones when returning the watch, he 
can not claim a contract exists, as the watch must 
be returned, by reason of the offer, in order to 
have a complete offer and acceptance necessary 
for a contract. 

A widely published case tends to confuse stu- 
dents. In this case, a merchant advertised an 
article in the newspaper. By mistake the news- 
paper, through neglect of its staff, inserted a 
price lower than that in the copy. The mer- 
chant sold the article at the lower price, brought 
action against the newspaper for the difference 
between the two amounts, and recovered. In 
this case, the merchant was not obligated to sell 
the merchandise at the lower price, for the reason 
that this was merely an invitation to deal. The 
point in the case was, that the neglect of the 
newspaper compelled him to do so, or to run 
the risk of forfeiting the good-will of his cus- 
tomers, and that the newspaper must therefore 
pay. It is by no means certain that in all cases 
the measure of damages to the merchant would 
be the difference in amounts. From these cases, 
we may derive the rule that there must be defi- 
niteness as to the party, or parties, to whom 
the proposal is made, and that a proposal ostensi- 
bly made to the public, as in the case of a reward, 
may in reality be made to a definite, though un- 
known, person. 

Difficulties are likewise experienced in deter- 
mining what constitutes an acceptance, in the 
absence of a verbal or written acceptance of the 
offer. Any conduct indicating an intention to 
act upon negotiations as though a contract had 
been completed, is construed as an acceptance. 
If A and B are in the course of negotiations as 
to the purchase and sale of goods, and B pays 
for a part of the goods at the price named, which 
part payment A accepts, it will be assumed that 
A, by his conduct, accepted the offer of B to pay 
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DuBois and elected him comp- 
troller. 

“The Bell System, at that time,” 
explained Mr. DuBois, “was a rather 
loose-jointed organization composed 
of many different companies, in dif- 
ferent sections of the country, with 
different methods of doing business. 
Many things had been begun, but 
few had been made uniform or sys- 
tematized. It was my business to 
work out a comprehensive system of 
accounts, which would be so uniform 
in layout and methods as to enable 
accurate comparisons to be readily 
made between the results of the va- 
rious companies. The work in- 
volved much more than having the 
accounts look uniform; it involved, 
first of all, making the clerical proc- 
esses back of the accounts uniform, 
so that results which looked uni- 
form were so in fact; it also in- 
volved devising methods to present 
complete summaries quickly. I 
found all this a three years’ job.” 

Mr. DuBois’s supervisory work 
has a country-wide compass. The 
Bell System is now made up of 
about twenty-five associated com- 
panies, each of which has its own 
general auditor, who, though report- 
ing direct to the president of the 
company, is under the codperative 
supervision of the comptroller of the 
A. T. & T. Company. Besides, as 
comptroller, Mr. DuBois is required 
to pass upon the technical qualifica- 
tions of every general auditor, and 
several of these officials he has se- 
lected from among the members of 
his immediate staff at the home 
eface, which normally numbers 
2bout 130 persons. Mr. DuBois also 
supervises the auditing of each asso- 
ciated company and statistical work 
of all kinds—statistics as to devel- 
cpment, progress, and prospects, as 
Gistinguished from pure accounting. 

The foregoing would seem to be 
a sufficiently comprehensive scale of 
duties to engage all of Mr. DuBois’s 
energy and time. Yet he finds per- 
haps his greatest interest in all mat- 
ters pertaining to the welfare of the 
“Bell” employees throughout the 
country, and he takes an active part 
in all codperative movements in 
their behalf. He is chairman of a 
special committce that provides 
them with accident, health, and life 
insurance, and old-age pensions. He 
has been instrumental in cultivating 
thrift by means of a profit-sharing 
plan, which enables employees to 
buy stock in the Company on in- 
stalments of $2 a month for each 
share. As a result of this plan, 
45,000 employees are buying ap- 
proximately 125,000 shares, about 
one-half of which are already paid 
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for. Mr. DuBois also takes a deep 
interest in educational work for the 
benefit of the employees of the 
Company. A great deal of this 
work has already been done, and 
plans for extending and systematiz- 
ing it are under way. 

During the past three or four 
years, since the accounting work of 
the Company has been standardized 
and placed under the direction of the 
Interstate Commerce Commission, 
Mr. DuBois has been giving more 
attention to statistical work, financ- 
ing, and welfare activities than to 
accounting, especially since he has 
developed many of his assistants 
into good accountants. 

Mr. DuBois has very positive 
views upon the importance of sta- 
tistical work to the Telephone Com- 
pany. “Inasmuch as the service of 
our Company,” said Mr. DuBois, 
“touches every phase of our national 
life, we find it desirable to get com- 
plete pictures of as many sections 
of that life as possible. A common 
mistake consists in drawing conclu- 
sions from one set of facts rather 
than from an accurate conception of 
the inter-relation of various sets of 
facts. Statistics, properly compiled 
and interpreted, will do much to 
give correct judgments as to plans 
of expansion and promotion.” 

Mr. DuBois supplements his sta- 
tistical investigations by means of 
first-hand, mental pictures of the in- 
dustrial, commercial, and social con- 
ditions in every part of the country. 
There is probably no other man in 
the United States who has traveled 
more widely or more intensively 
within the confines of our country 
than he. When he goes to a city, 
he insists, as he himself says, “on 
being shown around. If, for exam- 
ple, a new cotton warehouse is go- 
ing up, I want to see it and to ask 
questions about what it signifies as 
to the development of the neighbor- 
ing country. I take the same point 
of view in reference to every other 
indication of industrial and commer- 
cial growth, wherever I happen to 
be. The result is, that sitting here 
in my office, I can see every section 
of the country in a detailed way, and 
I can prophesy, to a pretty accurate 
degree, its trend of development and 
its needs for the future.” 

“Please give me your opinion of 
Accountancy and Business Adminis- 
tration as a field with opportunities 
for young men,” I said to Mr. 
DuBois. “Accountancy has a won- 
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derful future as a profession, and 
especially in private business or- 
ganizations,” replied Mr. DuBois. 
“Business is becoming more and 
more scientifically organized. The 
old day of deciding things upon the 
basis of prejudice and narrow opin- 
ion has gone. It is being superseded 
by the period when the adminis- 
trative officers must know all the 
facts, and how they fit into the pic- 
ture as a whole, before they make 
their decisions. Men who are 
trained in the executive side of Busi- 
ness are greatly needed, and a con- 
siderable measure of this training is 
provided by the study of Account- 
ancy and Business Administration. 

“Right here,” continued Mr. Du- 
Bois, “I want to emphasize one or 
two things based on my experience. 
An accountant is much more than 
a good bookkeeper. The latter is 
a skilled workman, and, as such, I 
respect him just as I do a skilled 
cabinet maker. An accountant, how- 
ever, must be an interpreter of so- 
ciological, economic, and financial 
facts, as well as a systematizer and 
an organizer. And to interpret facts, 
the accountant, in my opinion, must 
have imagination. Facts are like 
so many stones: each stone, while 
complete in itself, is worthless un- 
less mortared together with other 
stones; imagination is the mortar 
that sticks facts together and works. 
them into a symmetrical structure.” 

“And now, just a word, if you 
please,” I suggested, “as to how a 
young man may make the proper 
kind of start toward success in 
Business.” 

“There is no question about the 
importance of study,” replied Mr. 
DuBois, readily, “not so much the 
imitative study of specific processes 
and procedures, as the kind of study 
that makes one think comprehen- 
sively. If a man can visualize and 
reason, he can usually be depended 
upon to work his way through al- 
most any set of specific facts.” 

I cannot help feeling that Mr. 
DuBois is one of the best possible 
illustrations of his own definition of 
success. He has always been a 
student, gathering information and 
transmuting it into knowledge that 
would work in a practical way. 
Every position he has ever had—and 
he began at the bottom—he has so 
broadened and deepened within a 
short time as to find promotion at 
hand. And to-day, it is the same 
story with him—though comptroller 
in title and functions, he is making 
the word mean, not only supervisor 
of accounts, but statistician, sociolo- 


” gist, economist, financier, and wel- 


fare expert. 
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ILITARY and naval organi- 

zation divides into three 
main parts. These parts center 
around personnel, materiel, and op- 
erations. When you hear of an admiral as aide 
for personnel, or aide for materiel, or aide for 
operations, it means that he is particularly con- 
cerned with the branch of work designated. No 
matter what technical name may be given a bu- 
reau or department, its work classifies under one 
or more of these heads. 

Personnel has to do with the persons in the 
service. Complete records are kept of the mili- 
tary history of each officer and man. On the 
monthly muster-rolls, reports are submitted to 
the department concerning each man and what 
has happened respecting him during the monthly 
period. From these rolls, cards are prepared set- 
ting forth the main events in the soldier’s career. 
At one time it required several days to furnish 
this information respecting a man; but the sys- 
tem of keeping records has been so improved 
that it is now ordinarily a matter of a few 
minutes. 

Materiel has to do with the property used in 
the service. The term includes supplies, equip- 
ment, and all other kinds of property. Most of 
the property is purchased on the bid basis. This 
means that concerns bid on contracts to furnish 
the property, the contracts specifying kinds, qual- 
ities, quantities, etc. The property thus pur- 
chased is in charge of various bureaus. Should 
a part of the organization need property, it is 
secured by means of requisitions. Complete in- 
ventories are kept of property of a permanent 
character, and a charge is made to the officer re- 
sponsible for its care. Should the property be 
destroyed, or should it wear out with use, there 
must be a survey by officers before the charge 
against the responsible officer is removed. 

In the Navy, one bureau deals with supplies 
and equipment, another deals with repairs to 
Government properties and with minor construc- 
tion work, and a third deals with the major con- 
struction work connected with battle-ships and 
with extensive improvements to Navy yards and 
stations. A like division respecting materiel is 
effected in the War Department. 

Both in the War Department and in the Navy 
Department one bureau or department is in 
charge of supplies and pay. In the Marine Corps 
the Paymaster’s Department has charge of pay, 
and the Quartermaster’s Department has charge 
of both supplies and property. 

Operations include the activities other than 
those of a recording nature or those respecting 
property. These involve the movements of ships 
and of men from one station to another. Like- 
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wise, operations have to do with the 
training of the men and with the 
various maneuvers that are neces- 
sary. Not a little planning and 
skill is necessary to conduct this part of the 
work. 


Once a person distinguishes between these 
three main branches of military and naval organi- 
zation, a large part of the difficulty of under- 
standing the work done is removed. Although 
the work is distributed between bureaus and 
departments, it ties in with these main classifi- 
cations. 


Throw away the spark plug and you can’t start an 
automobile. Smother your initiative and you can’t 
start yourself upward. 


Some lawyers oppose teaching law to laymen. 
Their attitude is no more logical than that of a 
Physician who would oppose teaching hygiene 
or sanitation to the public. A lawyer gains little in 
fee or in reputation from clients unable to protect 
themselves legally. Those who reap the larger 
reward of the profession number among their clients 
executives who know how and when to use the law 
as an ally in the game of business. 


Do It Better 


“It is evident to every thinking 
man that our industries, on the 
farm, in the shipyards, in the 
mines, in the factories, must be 
made more prolific and more 
efficient.” 


—From President Wilson’s 
War Message to the People. 


In the present emergency there is one 
thing every man and woman can do—as 
a patriotic duty should do—and that is: 
do the thing you are doing now, better. 


There is one most effective way to in- 
crease your usefulness, and that is— 
study; study the principles on which 
your work is based, and learn better 
methods. 


Mastery of Pace Standardized Courses 
in Accountancy and Business Adminis- 
tration, means mastery both of principles 
and of organization methods. 


These Courses are available in Resident Schools 
and by Extension. 


For Bulletin and Information write to 
PACE & PACE 


30 Church Street New York City 
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Jinxes’”’ 


HE other day I visit- 
ed a business men’s 
: gymnasium class. 
One member of the 
class caught my attention and 
held it. He was a man about 
| thirty-five—evidently a newcom- 
er, for he had not yet got the 
swing of the exercises which the rest of the class 
were performing rhythmically and in unison. 
He made a sorry spectacle, as he did the proper 
thing too late or the wrong thing as a substitute. 
The class effect was, of course, spoiled. “His 
trouble is lack of the ability to codrdinate his 
mind and his body,” said another visitor, who sat 
next to me in the gallery. “It’s surprising how 
many folks there are like him—folks that can’t 
make all parts of themselves work in harmony.” 

There is a fundamental principle in this inci- 
dent that applies to business. 
We often see lack of codrdi- 
nation between the mental 
and the emotional nature of 
the individual as an individ- 
ual. Grouchiness, petulance, 
sarcasm, anger—the whole 
gamut of undesirable emo- 
tions—are the outward evi- 
dence of an inner lack of 
emotional and mental co- 
ordination. Then there is 
the lack of codrdination—in 
planning, in thinking, in do- 
ing—between the individual 
and his or her fellows. In 
both cases the team-work of 
the organization as a whole 
is hampered and clogged— 
and all because one or more 
individuals have not learned 
the meaning of proper codrdination. Forget 
your individualism and codrdinate your faculties 
and your actions. 


THE PACE 


“JINX”! You read of it in the newspapers 

when the home team loses a ball game. It 
slinks into the conversation when the middle- 
aged job-seeker nervously perches himself upon 
the edge of your visitor’s chair and complains 
that “things have never seemed to break just 
right.” It lifts its grinning head whenever and 
wherever the consequences of physical, mental, or 
moral non-performance are to be glossed over 
and explained away. The world reeks with tales 
of the dour deeds worked upon hapless mortals 
by some kind of “jinx,” which malignantly lurks 
in the shadows of human incompetence, seeking 
whom it would attack and destroy. 
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Out with the truth! A “jinx” is 
the alibi of cowards and slackers, the 
refuge of weaklings and whiners, the 
feeble fortress of dunderpates and 
fools—when they find themselves tangled up in 
the web which laziness, bad judgment, and re- 
stricted vision have woven about them. A “Jinx” 
has about as much claim upon intelligent credu- 
lity as a witch of Colonial repute. It owes its 
creation to a diseased imagination and a warped 
perspective toward the law of cause and effect. 
Belief in its existence and in its maleficence, oc- 
casional or persistent, betokens a morbid men- 
tality and a flaccid will. 

So bury the “jinx” defence for errors of omis- 
sion and commission. Bury it deep. Laugh 
at the obsequies. Then look within yourself for 
unadmitted causes of admitted effects. Facts— 
disagreeable facts, perhaps, but illuminating 
facts, just the same—will re- 
ward your search; and facts, 
profited by, always put a 
“Jinx” to permanent rout. 


STUDENT 


OST of us, be it said 

to our shame, know 
but one language—our own, 
and that imperfectly. The 
era of foreign-trade expan- 
sion is well begun despite 
the troublous times of war. 
Men who can speak Spanish 
or Portuguese or French or 
Italian—to mention only a 
few foreign languages—in 
addition to English, are in 
market demand even now. 
It is an old story that manu- 
facturing firms, international 
banks, exporting and im- 
porting concerns, steamship lines, engineering 
corporations, and various other kinds of enter- 
prises doing business in foreign lands are on the 
steady lookout for young men who can speak 
the language of the land where they are to live. 
If this has been true in the past, it will be trebly 
true in the future, when national jealousy and 
narrow-mindedness will have given way to inter- 
national comity and understanding. The three- 
language man or even the two-language man is 
on the threshold of business opportunity. 

There is the cultural side of the matter, too. 
Many thinking people hold, not without much 
reason, that no person is well educated unless 
he knows at least one language other than his 
own. Imagine the pleasure of reading Dante or 
Corneille or Racine or Heine in the original! To 
be able to see things as some of our world 
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neighbors see them, to be able to 
think as they think—to grasp their 
view-point, to be able to scale the 
same heights of aspiration and ideal- 
ism as they scale—is not this a fitting reward 
for the time spent in mastering a foreign lan- 
guage? And the pity of it all is that we do have 
the time for study, whether we think we have 
or not. It is not a matter of time at all; it is 
wholly a matter of inclination, of vision, of 
will power. 


The 66 HAT a wordsmith that fellow is!” said 


Word- 
smith 


one of my business associates, after a 
certain salesman had gone away. My associate 
spoke with sincerity and admiration; he was pay- 
ing a deserved compliment, for our caller’s lan- 
guage—his choice of words and phrases that 
exactly fitted his meaning—was far out of the 
ordinary. Yet, like the true artist in any calling, 
he kept his art—for art there is in the happy 
and simple use of English—in the background; 
he was there to sell goods. He did not talk for 
the sake of talking; he was neither a time-waster 
nor a language-waster; and in every word-mosaic 
that he fashioned there was a restrained spon- 
taneity that betokened the word-master. When 
he came in to see us, we expected to send him 
away empty-handed; instead, we gave him a 
small trial order. And there are people still liv- 
ing who say that good English has no particular 
business value! 


nitiative °° HY have you recommended Austin for 


advancement, and not Stanton?” I 
asked the head of the Advertising Department. 
“T don’t see much difference between the two. 
Both are loyal, energetic, intelligent, and of good 
address. It seems to me that what one is en- 
titled to, the other is also.” 

“What you say is partly true,” replied my 
friend and associate. “Austin and Stanton are 
both likely youngsters, and have done good work 
in my department. There is this difference, 
though, between them. Stanton needs constant 
supervision; he needs somebody else to tell him 
what to do and how to do it. He can’t plan 
things and carry them out, effectively, on his own 
initiative. Austin is just the opposite. One 
short talk with him a week is enough to set him 
going and keep him going. He thinks ahead, 
keeps a tickler, makes reports, and advances 
suggestions of his own. Stanton leans on me 
all the time, while Austin lets me lean on him. 
That’s why I have recommended Austin for ad- 
vancement—so long as he knows the goal he is 
expected to reach, he can be depended on to hew 
out his own way of getting there, and, from the 
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organization view-point, it will be a 
good way. Do you understand now, 
why Austin picks the plum?” 

“I certainly do,” I replied, as I 
got up from my chair; “and I venture to say 
that you have unconsciously put your finger on 
one of the main reasons why hundreds of other 
executives single out certain young men for pro- 
motion—they want young men who have demon- 
strated that they can initiate responsibility as well 
as carry it. Hats off to Austin who knows this 
to be true.” 


HE effective marksman has a definite target 

for each shot. The effective business man 
should have a definite target for each effort that 
he puts forth. Taking each day as a basis, what 
were the targets for the day? How many shots 
did you fire? How many hits did you register? 
It takes patient practice, supplemented by careful 
analysis of the results of each shot, to attain good 
marksmanship with a rifle. It takes just as care- 
ful training, and just as careful analysis, and just 
as patient practice, to attain good marksmanship 
with your mental efforts. The business world 
to-day demands men who can make high scores. 


66 HEY changed the system and he had to 
get out.” How often you have heard 
these words spoken of a discharged executive! 
Investigate further, and you will probably find 
that he was of the “old school”; of the type op- 
posed to everything new—a slave of tradition. 

Experience may broaden or experience may 
narrow. Sometimes, it depends upon the type of 
experience; more often, it depends on whether 
the individual is grounded in theory—whether 
he knows the basic reasons for doing, as well as 
the doing. 

Theory, without experience, tends toward fruit- 
less, and sometimes disastrous, experiment. 
Theory teaches the possibilities, experience the 
probabilities. Early teaching of the professions 
was based almost exclusively upon experience; 
later teaching was based almost exclusively upon 
theory; modern teaching is based upon both. 
Even the so-called “laboratory” method in the 
school is now supplemented by actual practice in 
the factory, in the office, or in the counting-room. 

Shall the young man learn theory first and get 
experience afterward, or shall be get the experi- 
ence while learning the theory? Practical educa- 
tors lean to the latter method. They say, Have 
the young man work while he learns. Spare- 
time study is based upon the most advanced 
pedagogic principles. 

Get theory, and, with all thy getting, get ex- 
perience. 
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Incor- HE investigation of The agreement provided that 
pora- of the business of Pac CE STUDENT James MacFarland would turn over 
tion James MacFarland July, 1917 to the corporation all the assets of 
Entries divides into three me his business on the basis of the fig- 
stages. The first stage con- ures contained in the Balance Sheet as at Decem- 


Elmer 


erane. 
C.P.A. 


cerns his financial condition; 
the second stage concerns the 
ea earning capacity of the business 
during a period of six years, from its beginning 
to December 31, 1916; the third stage concerns 
the steps necessary to create and finance a cor- 


- poration to take over the enterprise. In the April 


number of The Pace Student, we considered the 
first of these stages; in the June number, the sec- 
ond; and in this number we shall consider the 
third stage—that of incorporation. 

The fundamental basis for the incorporation is 
found in the statements considered in the previ- 
ous issue, though reference to them by the reader 
is not absolutely necessary. James MacFarland’s 
Balance Sheet as at December 31, 1916, furnishes 
a statement of the value of assets, existing liabili- 
ties, and the capital investment of the proprietor. 
From the Statement of Profit and Loss for six 
years ended December 31, 1916, it may be seen 
that the earnings show a very encouraging return 
on the investment. 

James MacFarland’s investment is approxi. 
mately $12,000, and the corporation proposes to 
issue capital stock aggregating $100,000. It is 
expected that the increased output resulting from 
a new contract to be assigned to the corporation, 
which is said to be a very favorable one, will 
enable the corporation to earn a fair return on 
this capital stock. It was decided that the cor- 
poration should be known as the MacFarland 
Manufacturing Company, and that the authorized 
capital stock of $100,000 should be divided into 
1,000 shares, of the par value of $100 each—con- 
sisting of 400 shares of seven per cent. cumula- 
tive preferred stock, of the par value of $40,000, 
and 600 shares of common stock, of the par value 
of $60,000. The voting power was vested in the 
holders of common stock. 


ber 31, 1916, including cash, with the exception of 
$891.04. The corporation is to assume the liabili- 
ties as stated therein. MacFarland also agreed to 
assign to the corporation the new contract and to 
enter into a contract with the corporation upon 
its creation to serve as general manager for the 
term of five years, at an annual salary of $3,600. 
For the business turned over and the contract 
assigned, the corporation was to pay MacFarland 
capital stock of the par value of $71,500—consist- 
ing of 120 shares of preferred stock and 595 
shares of common stock. 

After MacFarland was paid, there was left 
$28,000 of preferred stock, which is to be offered 
for sale to secure additional working capital, and 
$500 in common stock, to be issued to the in- 
corporators. In the state where the corporation 
was effected, capital stock to the amount of $500 
had to be paid in before the corporation could 
commence business. This rule varies as to the 
amount of capital stock in different states. As 
an inducement to purchasers of preferred stock, 
James MacFarland agreed to transfer to a trus- 
tee 280 shares of common stock, with instructions 
to transfer to the purchaser of each share of 
preferred stock one share of common stock, as 
a bonus. Thus MacFarland retained 315 shares 
of common stock, which was sufficient to enable 
him to control the corporation. 

Increased operations incident to carrying out 
the work on the new contract did not require im- 
mediate payment for the 280 shares of preferred 
stock. Therefore, subscribers to this stock were 
given the privilege of making payment in four 
equal instalments; the first instalment to be 
made upon acceptance of subscription, and the 
remainder to be paid in 30, 60, and 90 days. 

Entries on the books of the corporation to 
record the foregoing transactions follow: ; 


MacFarland Manufacturing Company 


A corporation organized under the laws of the State of 


, with the express 


and implied powers to carry on the business of manufacturing, buying, and selling brick and tile, 


and any other manufacturing and trading operations incident thereto. 


The authorized capital 


stock is one hundred thousand dollars ($100,000) divided into one thousand (1,000) shares, of 
the par value of one hundred dollars ($100) each, of which four hundred (400) shares is seven 
per cent. cumulative preferred stock, and six hundred (600) shares is common stock. 


Subscriptions to common stock are as follows: 


RobexrtiMie Davis cs soto oi ce ene ICE Ere re 2 shares 

Si-Da-O’ Donnell eo Fae oe ee Pe oe 

Dit J eae ia8 nc Hee eae Pe a er 1 “ 
DL Ota scp cece ab ob ase Meee ate ara eres __5 shares 
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PLE) PTV INGE cy AO Baten a om etd « oieb aps fe late SS eoitw phe cikpi-> wee eres ayaiantiegs 3 $500.00 


For common-stock certificates issued to incorporators as follows: 


Com Stk CtieNno el —Robts Mes bavisie. oe ctnn fie cere ae 2 shares 
# “i ee PS TSEC) DOT Cli as tiser cern acts, ier neal nee Daves 
*s eens ode De AKO ers Ee win Slee te vain gamete 6 ie 3 AE 
PODER eats che orate wn eee ot Cire od iF o2 > ave, eles _5 shares 


NOTE.—Some accountants prefer to raise a “Sundry Subscribers’ Account” 
and close it out. Technically, there has never been a liability on the part of 
the sundry subscribers, because the amount must have been paid in cash at the 
time of the creation of the corporation. Furthermore, a fuller record is not 
given by the other method because the Journal is the book for recording trans- 
actions, and the full transaction is recorded in the Journal. The entry given 
contains the names of the subscribers in one place, and would give more 
complete information than three distinct Ledger accounts raised and closed out. 


Se ASS to LOA UO NDRIBG occ cs 55s cn dhiee me apes Sin alee gine Bade oes pleloue oi $111,357.50 
Be re ee DAs 1S ck Ean hg oe «ates al oieek eleite-a A avtpelt ret enciel= alata 5B siepaieo n's1 a vue © 5 25s $39,857.50 
JAMES MACFARLAND, VENDOR......... cece eee eee eee cee ee tenes 71,500.00 


For sundry assets taken over and sundry liabilities assumed, in accordance with 
resolution of board of directors, meeting .............. , 1917, Minute Book, 


page .... 


JAMES MACFARLAND, VENDOR, To SUNDRIES...............--.0. 00005: 71,500.00 
SEVEN PER CENT. CUMULATIVE PREFERRED STOCK ............. 12,000.00 
eter en eY NS PE Pee ort ok, sa ais sae weed ce ie ele wenn See Sabian Meee sacs se eee 59,500.00 
For 120 shares of preferred stock and 595 shares of common stock issued to James 


MacFarland in payment for property acquired in accordance with resolution 
of board of directors, meeting .............. , 1817. Minute Book, page .... 


SUNDRIES To SUNDRIES 


Py et a oc) cs Sole Sis o's ois lasiw gina ve Fie swine © hie FA mene wipe we pipe teense eels 2,994.56 
Bek ote tPA ELH ca ics Soe wo ohn ea We sielarele ee vee eS ow Hives wm grins oe oo ote 12,645.00 
Cy Ui eee IGE V US LI Ee, in cols gn 4, esis See en ope am hal 0 plnvand uel Shelia 41d avalie/o.a\eNa 4,875.00 
RIN Oe Vee a CAIN LUG He ot ciriare govete, w ecshelns vies wag) Him aoe e eos aloes Set ee 1,579.00 
INVENTORY—HAY, GRAIN, AND SUPPLIES..............6..: see eeee 475.09 
eae OCLs Ec Mig eee ae acta cc's evel a ie hath AFR inleGe es paws seis a wee oho 5,250.00 
BUILDINGS RI UNS AND MACHINERY) oe cio sures tec nrms mate wm eerie ps 23,460.00 
VEO PEAS ORAS PRET SG OR 1 ONS at, Ree Non meee areca ee hea eek Wear 2,500.00 
WV GON SAIN Dn EL AUERIN Susssb ch cL t-iile'a ings Vinpalitccens © Cetaaap a stem eels wwe welds se G + « 1,265.00 
POO S Bre OUP MEIN etter oo et cnet aris ord sy wp hare See ine pgieisiats 6 < misuene pei 200.00 
PRUE A!DAINS URANG Ee stats i rede tatiana pee aes Sa eta ew sinswwies 1,006.94 
SERIE IN GC PoC eG Ia Ot rom eas oe eie ae eo ree wee Soles meine atte sn 6 490.00 
CTO) DEAYT GDL ihe foask oo por UG Ge). Sara Ca ay par nary eae Sa Ty nce ei Aa ae 60,000.00 
RESERVE FOR BAD DEB POS orien cei tir monies rates tae oes n ew By s 622.50 
RESERVE FOR DEPRECIATION—BUILDINGS, KILNS, AND 
PEACE EN SGA Vp tactic atte eras eee athiee snl: tye Wieyertietel's « Miveie epie sh eee ate 6 8,538.00 
RESERVE FOR DEPRECIATION—WAGONS AND HARNESS..... 632.50 
RESERVE FOR DEPRECIATION—LOOSE EQUIPMENT ......... 100.00 
RSE TIN LD ER AeA ple Lins eee ce Beets, ea ok aedae ewes Acre inc Ogle dh eln\oe Gos Mela o gion sla.6 111,357.50 
$121,250.50 $121,250.50 


To raise accounts for assets taken over, in accordance with resolution of board 
of directors, meeting ............ , 1917. Tinute Book, page .... 


135 


Incorpo- 
ration 
Entries 


(Continued) 


SUNDRY. LIABILITIES “To. SUNDRIBSG Mare cs te goo ereerarato mtd baeicin) near alten ere 
NOTES :PAVA BL Be 22 i. Sekt ee als be Pals tae geisha tet aot ee ne 
ACCOUNTS) PAYABLE Bree se Sa re ls elt Wits Pedra ah tas ert ree eet 
INTERESTVACCRUED fis Bree wetls Cetete sca pn ee meet terete gt aa 
FIRST/MORTGAGE (6 per cent) cat oc fine an ain eee tener ates: cee rete tee 

To raise accounts for liabilities assumed, in accordance with resolution of board 

OL Gifectors mmeecting fe sare aon: , 1917. Minute Book, page .... 
SUNDRIES To STOCKHOLDERS’ SUBSCRIPTION ACCT. ............... 
For subscription to 280 shares preferred stock, payable as follows: 

Cash Wea tere arehens 1/4 60. days..c3%. seein 1/4 

SO ;days: auch aie ee 1/4 90 days i5..iseaee 1/4 
INSTAL MEN T.INOS Dig ce ee ee ES ee rates em pn es eee ener evs 

re aia eee Rau HN, Pele ey CR Pe Phe pee, A) oo MEE cg eres, atts 6a ECD 

“i ea: Seen ne pan een GREET? MUMBO Cue dete Abra ABEL IS migkhe omega ns mn fe 

iy ir: es RA Sara “SER RE UL Ree Teer mC ha. A inormthb B Sibi cic oR 


CASH 


Gi sah fan/a ta) plea! el aay ic, elie el Mp, (wl veyie.©),0\i9:)0) i Bale, fate: Oth) ele. (e 70) Quint Surorcodhiay HiA Wh ehaeus (stage. Sees Mew kee eee Tene ee Lene Lear. 


$39,857.50 

$12,500.00 

6,870.00 

487.50 

20,000.00 

28,000.00 
7,000.00 
7,000.00 
7,000.00 
7,000.00 
$28,000.00 
$ 7,000.00 

$ 7,000.00 


For cash received in payment of Instalment No. 1 wpon acceptance of subscrip- 
tions. 


! 


The remaining Journal entries as to cash payments of instalments will be similar to the 


preceding entry. 


Upon the receipt of the final instalment for subscriptions to preferred stock the stock 


certificates are to be issued. The entry to be made is as follows: 


STOCKHOLDERS’ SUBSCRIPTION ACCOUNT |... .5.0.)..7.s5.4.2:20n-00 ae 
To SEVEN PER CENT. CUMULATIVE PREFERRED STOCK 


For preferred-stock certificates issued as under: 


© ie beh © Ce wey w ule 60 bi 0) sre ele she O) eG) Wie tele) Piel © \¥ ie S116 Gas 


Od © 6 © Oi ele 01.0 6 © ce 0 6 © ee 6 ole 0106.6. 6p © 6) 6 82 0 010 8 m 6 9 BL 6 


Etc. 


Productive Summer Study 


For Accountants and Business Men 


$28,000.00 
$28,000.00 


Shares 
xx 


] N many Organizations the busiest period of the business year occurs between January 
and June. This is especially true in the offices of Certified Public Accountants. 


Pe follows, therefore, that many Senior and Junior Accountants must plan for their 
professional educational training in the summer months. Office executives of many 
Commercial and Industrial Corporations also have more time available for study..after 


June ist. 


ID URING the entire year, Pace Institute provides Instruction in Accountancy=and 
Business Administration, English, and Public Speaking. The summer resident 


classes at 30 Church Street, New York, are available to persons in the 


Metropolitan 


District. Outside of New York, summer instruction is conducted through the mails, 


under the direction of the Extension Division of Pace Institute. 


PACE & PACE 


30 Church Street New York City 
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a given amount for the goods, and 
therefore he is obligated to deliver 
the goods to B at the price agreed 
upon. Inversely, if A offers B goods 
at a given price, and B then accepts 
a part of the goods, this constitutes 
an acceptance of the offer. With re- 
spect to the latter, there are many 
cases in which it would seem that if 
goods are forwarded as a result of 
negotiations, with an invoice, a fail- 
ure to return the goods within a 
reasonable time constitutes an ac- 
ceptance. It would seem that if 
there had been no negotiations and 
the goods are sent on trial, with the 
invoice, as the result of no solicita- 
tion on the part of the person to 
whom they are sent, the mere fail- 
ure to return the goods does not 
constitute an acceptance. It is the 
safer policy, when this is done, im- 
mediately to notify the person send- 
ing the goods, saying that they are 
not acceptable and request their re- 
moval. If the person has the elec- 
tion to hold the goods or to return 
them by a specific date, retention 
beyond that date constitutes an ac- 
ceptance. Likewise, if a person re- 
ceives and accepts an amount of 
goods in excess of the quantity 
named in a contract, an acceptance is 
performed of the goods at contract 
price and he is obligated to pay. 

Acceptance may be by agent. It 
must appear, however, that the 
agent had authority to accept. For 
instance, where an offer read “by 
acceptance of an executive officer of 
this company,” an acceptance by an 
agent, not an executive officer, is 
not a valid acceptance. 

One interesting case involving of- 
fer and acceptance was the case of a 
salesman. The defendant offered to 
pay his expenses and a royalty if 
he would go to a certain place and 
sell goods for the defendant. Before 
he received the offer, the salesman 
sent a letter to the defendant stat- 
ing that he would sell the goods only 
at a fixed salary, named in his letter. 
Without further negotiations, the 
defendant requested him to go to 
the place and make sales. It was 
held that the defendant by request- 
ing the plaintiff to undertake this 
work accepted the offer of the 
plaintiff to work for the fixed salary 
named, and a valid contract resulted. 
These cases illustrate the circum- 
stances under which conduct will be 
construed as acceptance of an offer. 

Furthermore, the acceptance of an 
offer must be unqualified and uncon- 
ditional. For instance, Jones offers 
Brown a quantity of potatoes at $8 
a barrel, and Brown replies, “Will 
accept your offer at $7.50 a barrel.” 
This cancels the offer of Jones at 
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the time Jones receives the rejection. 
The legal effect is that in the first 
instance Jones offered potatoes to 
Brown for a price. The rejection 
by Brown canceled this offer and 
substituted another offer from 
Brown to Jones. The substituted 
offer was of cash for potatoes. 
This substituted offer must be 
accepted by Jones before a con- 
tract would result. Thus the 
person who in the first instance 
made the offer may ultimately be- 
come the acceptor of an offer made 
by the other party. Much of the 
confusion in the minds of students 
on this subject is due to the fact that 
the original offeror, and the original 
person to whom the offer is made, 
may, in the course of negotiations, 
reverse their positions, the one being 
the acceptor of another offer, and 
the other the offeror instead of 
acceptor. 

You will note, I mentioned that a 
rejection was effected as at the time 
it is received by the person who 
made the offer, and that from that 
time the offer is canceled. Further- 
more, the rejection, if arising out of 
a qualified “acceptance,” may con- 
stitute a new offer. Another diffi- 
culty consists in determining when 
an acceptance is communicated. For 
instance, an offer might be by mail 
and the reply by telegram, or the 
same means of communication may 
be used both for the offer and for 
the reply. If the reply is made by 
the same means of communication 
as was used to convey the offer, then 
the reply is effective from the time 
it is turned over to the agency oper- 
ating the means of communication. 
Thus, if an offer is sent by mail, the 
reply is effective from the time it is 
deposited in the post-office. If the 
offer is sent by telegram and the 
reply is by telegram, the reply is 
effective from the time it is turned 
over to the telegraph company. 

On the contrary, if a different 
agency is used for reply, the reply 
is not effective until received by the 
person making the offer. Thus, if 
an offer is sent by a telegram anda 
reply is mailed, the reply is effective 
upon receipt by the person making 
the offer. 

The theory is, that the means of 
communication adopted by the of- 
feror becomes the agent of the 
offeror for the receipt of the reply. 
Immediately upon delivery of the 
reply to the means of communica- 
tion adopted by the person making 
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the offer, it constitutes a delivery to 
that person. On the other hand, if 
a different means of communication 
be used for the reply, then there is 
no delivery to an agent of the 
offeror when the reply is turned over 
to the transmitting organization, and 
delivery is not effective until the 
communication reaches its destina- 
tion. 

Assume that A offers B a quantity 
of goods by telegram. B rejects the 
offer by mail. Before the letter 
reaches A, a telegram is sent to 
A accepting the offer, which arrives 
in advance of the rejection. In this 
case, there would be a valid contract, 
because until the rejection reached A 
it was not effective. A mails an 
offer to B, and B deposits a rejection 
in the mail. B later telegraphs ac- 
cepting the offer. The telegram 
reaches A before the letter. Here 
there would be no contract for the 
reason that upon deposit of the re- 
jection in the mail box the original 
offer was canceled. 

With these examples in mind, the 
main principles lying behind offer 
and acceptance may be readily un- 
derstood. These principles apply 
unless there is some agreement be- 
tween the parties which might 
change the situation. For instance, 
in making the offer it might be 
deemed advisable to state in the 
offer certain conditions as to ac- 
ceptance. It is not unusual to use 
the limitation: This offer must be 
accepted by mail received here on or 
before a specified date. In cases 
where parties are negotiating re- 
specting a commodity wherein there 
are many price fluctuations, such a 
sentence is desirable. 


MILTON BERNSTEIN, Detroit 
School of Accountancy °17 and for 
several years at the head of the ac- 
counting department of the Robin- 
son Cohen Company, has entered in- 
to the practice of Public Accounting 
with offices at 300 East Euclid Ave- 
nue, Detroit, Mich. 


THE KANSAS CITY SCHOOL 
OF ACCOUNTANCY, LAW AND 
FINANCE, Kansas City, Mo., has 
completed the organization of a Stu- 
dent Society. Mr. T. H. Brading, 810 
Lathrop Building, Kansas City, has 
been elected as the first president. 
The meetings will be held regularly 
every two weeks during the summer, 
and once a month during the school 
year. ; 


Become physically fit—this is no 
time for a man of military age to 
be soft of muscle or short in wind. 
Train! 


English 
Depart- 
ment 


Horatio 
WN. Drury, 
B.A. 


Original- 
ity 


QUALITY most 
desirable, but 
most difficult to 
attain, in the use 
| of spoken and 
written English is 
freshness—a 
somewhat new 
way of saying 

—_ ——~ things. “Orig- 
inal,” we call the exceptional man 
or the woman who uses language 
happily and freshly; and originality 
in the selection and invention of 
phrases and sentences, while it may 
startle us a bit, always makes us 
agreeably attentive. It is this orig- 
inality, this freshness, this vividness 
in the use of language, which we 
find prodigally present in the writ- 
ings of the masters and makers of 
literature. 

To tell just what is the source of 
language that holds us with its 
power and charm is hard. It is cer- 
tain that back of it, there must be a 
well-stored and a quick-working 
mind, a capacity for feeling and 
visualization, an understanding of 
the beauty and the verities of hu- 
man life, a conviction that, after all, 
it is the message, the picture, the 
call to action, not the language it- 
self, that primarily counts. These 
are the springs—some of them, 
surely—that overflow in language 
pure and undefiled, and fall like 
music upon the ear. 

It is the little mind, the mind 
with narrow outlook and limited 
compass, that expresses its concepts 
in stereotyped words, phrases, and 
sentences. Conversely, the richer 
our experience, the wider our obser- 
vation, the better developed our 
power of ratiocination, and the loft- 
ier our imagination, the more natural 
it is that we use language happy in 
its phrasing and rich in its sug- 
gestiveness. 

The following paragraphs from 
the writings of some of the world’s 
most highly esteemed authors, illus- 
trate more clearly than could pages 
of explanation, what is meant by 
originality—freshness of style: 

“The one common note of all this 
country is the haunting presence of 
the ocean. A great faint sound of 
breakers follows you high up into 
the inland cafions; the roar of wa- 
ter dwells in the clean, empty rooms 
of Monterey as in a shell upon the 
chimney; go where you will, you have 
but to pause and listen to hear the 
voice of the Pacific. You pass out 
of town to the southwest, and mount 
the hill among pine-woods. Glade, 
thicket, and grove surround you. 
You follow winding, sandy tracks 
that lead nowhither. You see a 
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deer; a multitude of quail arises. 
But the sound of the sea still 
follows you as you advance, like that 
of wind among the trees, only 
harsher and stranger to the ear; and 
when at length you gain the summit, 
out breaks on every hand and with 
freshened vigor that same unending, 
distant, whispering rumble of the 
ocean; for now you are on the top 
of Monterey Peninsula, and the voice 
no longer only mounts to you from 
behind along the beach toward Santa 
Cruz, but from your right also, 
round by Chinatown and Piras 
Lighthouse, and from down before 
you to the right of the Carmello 
River.”—Stevenson. 

“And I thought of the widows and 
orphans he [Napoleon] had made; 
of the tears that had been shed for 
his glory, and of the only woman 
who ever loved him, pushed from 
his heart by the cold hand of ambi- 
tion. And I said I would rather 


have been a French peasant, and _ 


worn wooden shoes. I would rather 
have lived in a hut, with a vine 
growing over the door, and the 
grapes growing purple in the amor- 
ous kisses of the autumn sun. I 
would rather have been that poor 
peasant, with my wife by my side 
knitting, as the day died out of the 
sky, with my children upon my 
knees and their arms about me. I 
would rather have been this man 
and gone down to the tongueless 
silence of the dreamless dust, than 
to have been the imperial persona- 
tion of force and murder known as 
Napoleon the Great.”—Ingersoll. 
“This is the high enterprise of the 
new day: to lift everything that con- 
cerns our life as a nation to the light 
that shines from the hearthfire of 
every man’s conscience and vision 
of the right. It is inconceivable that 
we should do this as partisans; it is 
unconceivable that we should do it 
in ignorance of the facts as they are 
or in blind haste. We shall restore, 
not destroy. We shall deal with our 
economic system as it is and as it 
may be modified, not as it might be 
if we had a clean sheet of paper to 
write upon; and step by step we 
shall make it what it should be, in 
the spirit of those who question 
their own wisdom and seek counsel 
and wisdom, not shallow self-satis- 
faction or the excitement of excur- 
sions whither they cannot tell. Jus- 
tice, and only justice, shall always 
be our motto.”—Wooedrow Wilson. 
“What gives the great fertility to 
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the blue-grass region is the old lime- 
stone rock, laid down in the ancient 
Silurian areas, which comes to the 
surface over all this part of the state 
and makes the soil by its disintegra- 
tion. The earth surfaces seems once 
to have bulged up here like a great 
bubble, and then to have been planed 
or ground off by the elements. This 
wearing away process removed all 
the more recent formations, the 
coral beds, and the conglomerate or 
other rocks beneath them, and left 
this ancient limestone exposed. Its 
continued decay keeps up the fer- 
tility of the soil. Wheat and corn 
and clover are rotated for fifty years 
upon the same fields without ma- 
nure, and without any falling off in 
their productiveness. Where the © 
soil is removed, the rock presents 
that rough, honeycombed appear- 
ance which surfaces do that have 
been worm-eaten instead of worn. 
The tooth which has gnawed, and is 
still gnawing it, is the carbonic acid 
carried into the earth by rain-water. 
Hence, unlike the prairies of the 
West, the fertility of this soil per- 
petually renews itself.”—-Burroughs. 

From the foregoing very different 
types of writing, one is able to get 
a definite impression of what fresh- 
ness or originality of style consists 
in. Obviously, to be able to express 
new thoughts in a new way, or old 
thoughts in a new way, is a most 
desirable quality to cultivate; and 
cultivated it can be, provided we read 
widely and wisely and then incor- 
porate within our own vocabulary 
the fruits of our reading. 


THREE months’ intensive 
course in physical training for 
military service is one of the 

notable contributions to national 
preparedness on the part of the 
Twenty-third Street Branch of the 
Young Men’s Christian Association. 
The course is intended for young 
men who are in training for military 
service, or who expect to enlist and 
wish to get into condition to with- 
stand the privations and hardships 
of military life. 

All authorities agree that physical 
training is of great value in getting 
men ready for military duty. Gen- 
eral Leonard Wood, the originator 
of the Plattsburg idea, and one of 
the foremost advocates of prepared- 
ness, says: “Give us the men in good 
physical condition, and we will make 
soldiers of them in three months.” 
Dr. Tait Mackenzie, director-general 
of physical training in the armies of 
Great Britain, also declares that the 
greatest task of military prepared- 
ness is to put the men in good physi- 
cal condition. 


é<é ACHINERY as an Aid to 
Accountancy,” is the title 
of a lecture delivered by 


jeviceS Lawrence R. Dicksee and published 


by Gee & Company, Ltd., London. 
It is interesting to note the atti- 
tude taken by so important a mem- 
ber of the British profession toward 
mechanical expedients—an attitude 
which seems to have been forced 
upon the British accountants by la- 
bor conditions due to the war. In 
his opening paragraph Mr. Dicksee 
says: 

“,.. At a time like the pres- 
-ent, when something like sixty 
or seventy per cent. of those 
skilled in accounting methods 
are serving with the colours, or 
are in some other way engaged 
upon war work, the problem of 
producing the best possible re- 
sults with the very limited 
amount of skilled labour at 
present available for the pur- 
pose becomes one of para- 
mount importance.” 


One after another various me- 
chanical devices are mentioned 
which are familiar sights in the 
American business office. The type- 
writer, the multigraph, the comp- 
tometer, the adding machine, the 
dictating machine, the time recorder, 
and several others more or less 
familiar to us in the United States 
are enumerated as having made 
their entrance, without doubt to re- 
main, in the British business office. 

Speaking of the adding machine, 
Mr. Dicksee says: 


“At one time facility in rapid 
adding was regarded as an es- 
sential part of the education of 
all clerks. But, however that 
may be, I venture to think that 
you will all agree with me when 
I say that the educational 
value of this work is absolutely 
nil; that, save as a means of 
equipping the clerk to perform 
necessary work, the time occu- 
pied in acquiring a facility in 
rapid addition is really time 
absolutely wasted. Formerly 
there was no alternative proc- 
ess available, and therefore this 
facility had to be acquired— 
often with considerable labour. 
Under present conditions, it 
seems to me that this labour is 
very largely unnecessary.” 


Again Mr. Dicksee says: 


“There is a popular impres- 
sion that the general introduc- 
tion of machinery has elimi- 
nated much joy from the life 
of the average worker. One 
hears of the ‘monotony’ of ma- 
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chinery, of how its constant 
working tends to turn even 
human beings virtually into ma- 
chines themselves. . How 
many telegraph boys are there 
who would prefer to walk, 
rather than to use a bicycle? 
And how many of them—if they 
had the chance—would not pre- 
fer a motor-cycle? ... The 
point that I want to emphasize 
is that it is not machinery that 
is montonous, but, rather, work 
itself, . . . Thus, we all know 
that practically the only feel- 
ing of exhilaration that could 
possibly be evolved out of add- 
ing numerous columns of fig- 
ures, is the contemplation of a 
considerable mass of such work 
actually accomplished, and ac- 
complished within a very satis- 
factory period of time.” 


The summing up of Mr. Dicksee’s 
lecture is of particular interest in 
its presentation of the conservative 
British mind forced by war condi- 
tions to adopt the labor-saving de- 
vices to which it has so long turned 
a cold shoulder. 


“With us rests the responsi- 
bility of keeping ‘going,’ with 
greatly diminished staffs, the 
business of this country, whether 
that business be the manufac- 
ture and transport of munitions 
of war, or the maintenance— 
and if possible, the extension— 
of that trade upon which our 
prosperity and supremacy so 
largely depended in times of 
peace. ... We have yet to 
demonstrate, upon anything like 
a large scale, the enormous sav- 
ing in human labour that is pos- 
sible by the well-directed em- 
ployment of suitable machinery. 
As I have briefly indicated in 
the course of my lecture, all 
necessary machinery for that 
purpose is at the present time 
really available; all that is re- 
quired is that we should over- 
come our prejudice against us- 
ing it, and turn our attention to 
the consideration of the prob- 
lem as to how it may be used 
most extensively, and to the best 
advantage. In this connection 
I would like you to bear in 
mind that practically all the 
various devices that I have 
enumerated in the course of this 
lecture are already in general 
use. Probably most of them are 
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better known to the average 
business man of inteligence than 
they are to the professional ac- 
countant. Unless the Account- 
ant is content to be pushed 
aside, and to be dispensed with, 
it behooves him earnestly to 
grapple with this problem of 
the application of machinery to 
office conditions.” 


A MONG the many commenda- A 


tory letters received by The Soldier’s 
Pace Student on the patriotic 4 nprecia- 


issue, one is of particular interest. 
The writer is a man who has served 
his country in a branch of the 
service which engages in more cam- 
paigns than probably any other 
branch—the United States Marine 
Corps. He writes: 

I have just finished reading my 
copy of the May Pace Student, 
and it has appealed so strongly to 
me that I cannot but help writing 
you in order to inform you of my 
deep appreciation of all that it 
contains. 

I wish to thank you and your 
staff as a soldier for placing be- 
fore the public such an accurate 
and detailed description of mili- 
tary organization and its problems 
as you have done in this Magazine. 
There are very few citizens of our 
country who know anything what- 
soever of the organization of the 
Army or Navy of their country, 
and if they could but read the arti- 
cles in your Magazine I feel sure 
they would regard these organiza- 
tions in a much different light from 
that in which they do at present. 

As a former member of the 
Marine Corps (1904-08), I thank 
you again for mentioning this 
branch of the service, and most 
particularly so for inserting the 
motto of the Corps in your article: 
“Semper Fidelis.” 

That I will cherish this copy of 
The Pace Student is a foregone 
conclusion, and I know that there 
will be many who, in reading over 
this copy of The Student, will say 
with me, if events prove such that 
we may have to fall in: “I expect 
I'll meet Bill and quite a few of 
the other boys, when I report to 
the Colonel again.” 


CONRAD LEICK, JR., Pace Insti- 
tute, has resigned his post on the 
auditing staff of the Employers Lia- 
bility Assurance Corporation to ac- 
cept a position with Chubb & Son. 


Coolsummer morningsare fine for 
_study—have you ever tried the pe- 


r riod from 6 to 7? A cold shower, 


plunge, or sponge helps in getting 
started. 


tion 


Per- RAYMOND H. FOGLER, graduate 

of Princeton University, has accept- 

sonal ed, through the Pace Agency for 

Notes Placements, Inc., a position on the 

staff of the plant department of the 

American Telephone and Telegraph 
Company. 


CHARLES E. VICTORY, Pace In- 
stitute, has recently been nominated 
for assistant appraiser of merchan- 
dise, Custom House, District No. 10, 
by President Wilson, Mr. Victory’s 
nomination has been confirmed by 
the Senate. 


E. A. CRAWFORD, formerly en- 
gaged in the accounting depart- 
ment of the New York Edison Com- 
pany, has accepted, through the Pace 
Agency for Placements, Inc., the 
post of assistant auditor of the 
River Plate Commercial Company. 


ALFRED O. WASHBURN, for- 
merly educational director of the 
New Britain Young Men’s Christian 
Association, has accepted, through 
the Pace Agency for Placements, 
Inc., the post of executive secretary 
of the Seamen’s Church Institute, 
New York City. 


Respect for other persons’ rights 
wins respect for your own. 
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PHILIP B. THOMAS, formerly on 


the staff of the David W. Wood 
Audit Company, has joined the Ac- 
countancy staff of George H. 
Church, C. P. A. 


CHARLES S. DUNCAN, formerly 
assistant to the president of the 
General Vehicle Company, has ac- 
cepted, through the Pace Agency for 
Placements, Inc., the post of execu- 
tive secretary of Mr. R. H. Mont- 
gomery of the firm of Lybrand, Ross 
Bros., & Montgomery. 


EDWARD SCHRAM, New York 
Institute of Accountancy, has ac- 
cepted the position of bookkeeper 
with the Commercial Acetylene 
Welding Company. Mr. Schram 
was formerly employed by the Mer- 
sereau Metal Bed Company. 


ERNEST H. BENSON, Pace Insti- 
tute, Extension Division, who was 
formerly in the employ of the Det- 
mer Woolen Company, Pittsburgh, 
Pa., has accepted a position on the 
bookkeeping staff of Andrews & 
Company, New York City. 


WILLIAM J. HEANEY, New York 
Institute of Accountancy, has re- 
signed his position with the Forst- 
man & Hoffman Company to accept 
a position in the accounting depart- 
ment of The American Water 
Works and Electric Company. 


JOHN K. HAMPTON, a student of 
the Pace Standardized Courses giv- 
en under the auspices of the Drake 
Commercial Schools, Bayonne, N, J., 
has recently resigned his position in 
the Vacuum Oil Company to accept 
a position in the August Mietz En- 
gine Works. 


ALBERT M. GUIDERA, Pace In- 
stitute, has accepted a position in 
the accounting department of The 
Brunswick - Balke - Collender Com- 
pany. Mr. Guidera was formerly 
employed in the office of the presi- 
dent of the. Borough of Queens. 


Conserve your health and the Na- 
tion’s food supply—adopt the plan 
of two meatless days a week for 
your own and the Nation’s good. 


Gardens require cultivation as 
well as planting—keep the soil well 
stirred if you expect to add to the 
Nation’s food supply. 


c/Vleasures of Business Activity 


Bank Clearings 


Entire country estimated from complete returns from cities representing 93.6 per cent. of the total. Percentages 


show changes from preceding year. 
The Last Week. P.C. The Week Before. P.C. 


$5,804,000,000 +21.0 $5,562,000,000 +27.2 
4,792,000,000 -+55.1 4,371,000,000 +35.1 


Gross Railroad Earnings 


Fourth Week Third Week Second Week Month of 
in May. in May. in May. April 

21 Roads. 25 Roads. 26 Roads 181 Roads. 

$13,646,572 $9,319,281 $9,441,547 $316,482,921 

11,732,223 8,420,918 8,331,040 279,619,943 


+$1,914,349 +$898,363 +$1,110,507 +$36,862,978 
+16.3% +10.6% +13.3% +13.1% 


Year to Date Px 


$131,086,200,000 +23.2 
106,371,166,598 +43.4 


Jan. 1 

to Feb. 28. 

217,753 Miles. 

$538,314,430 

497,397,671 

+$40,916,859 
+8.2 


2% 


Gain or loss 


The Car Supply 


Nearest Report to May 1 


et sur- May 1, April 1, 
plus of all 1917. 1917. 
freightcars *145,499 *144,797 
*Net shortage 


1915. 1914, 1913. 1912. 1911. 1910. 
291,303 228,879 39,799 138,881 187,2781 22,593 


1916. 
33,361 


To one who is able to read the story behind the figures, 
the above table (taken from The Annalist of June IIth) 
is of great interest. 

Judging from the Bank Clearings, Business, though an 
increase is shown, is becoming more conservative. 
The cause for this may be found in the figures show- 
ing the Car Supply. 

The Annalist a weekly financial magazine, published 
every Monday, contains the above table, with figures 
including the preceding business day. 


THE ANNALIST 


TIMES SQUARE NEW YORK 


Send the Annalist for one year to the 
address below, for which I enclose 


140 


PACE Sy 


Vol. IT 


,ONCERNING the recent New 
York state military census, Dr. 
Frank Crane remarked that the 
newspapers gave more space to 
the less than a score who did not 
register than to the ten million 
who did. This accords with the 
saying of Chesterton, that the 


Ee 
complete picture newspapers give of life is, of 
necessity, fallacious; they can represent only 


that which is unusual. 

Accountancy studies 
and Law studies are 
pervaded by the same 
disproportionate atten- 
tion to the short-com- 
ings of the minority of 
humanity. Auditing 


ie 


New York, August, 1917 
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Intake or Output? 


VWVJHAT can you get? Get, do 
you say? As to position, as to 


No. 9 


toward making the world brighter and better; 
let him familiarize himself with the events that 
disclose the favorable tendencies in the develop- 
ment of the human race. Unless this be done, 
the value of his technical training may be nega- 
tived by his unfounded loss of faith in humanity. 


NTENSIVENESS of Balance Sheet audits has 
been a frequent subject of discussion among 
accountants in public practice. Various opinions 
have been expressed as 
to the extent to which 
the items appearing on 
a Balance Sheet should 
be verified. A recent 
publication of the Fed- 
eral Reserve Board 
would tend to make the 
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can be learned only by 
studying the cunning 
trickery of defaulting 
employees and of de- 
frauding employers. 
Law students must 
read case after case in- 
volving violations of 
law, abuse of trust, in- 
fidelity of partners, of 
directors, of officers, 
and human malfeasance 
in business transac- 
tions. If a keen sense 
of proportion is not 
maintained, students 
are likely to reach the 
conclusion that human- 
ity is as bad as human- 
ity is painted. 

It is not a question of 


income, as to pleasant hours of 
work, as to opportunities for ad- 
vancement, do you mean? It all 
depends, young fellow, on what you 
can give. Give, not get, is the 
word for you to think about first. 
Getting is the result of giving. 
What can you give in loyalty, in 
industry, in ability, in constructive 
suggestions, in cooperative effort, in 
capacity for growth and the assump- 
tion of responsibility ? Answer that 
question to the satisfaction of those 
that employ you, and forget the 
getting part of your program. 


sion. 


practice of accounting, 
as regards Balance 
Sheet audits, more uni- 
form. This publication 
in pamphlet form, is 
entitled “Uniform Ac- 
counting,” and in twen- 
ty-five pages presents a 
concise outline of the 
several steps to be 
taken in a Balance 
Sheet audit. 

The pamphlet is the 
result of recommenda- 
tions submitted by the 
American Institute of 
Accountants, and ap- 
proved by the Federal 
Reserve Board in con- 
junction with the Fed- 
eral Trade Commis- 


getting everything into the picture, but a ques- 
tion of emphasis. To serve their fundamental 
purpose, these studies must unduly emphasize 
that which is not ordinary. The picture of life 
which they present must be the reverse of life 
as life is. 

If the student is to have a true perspective of 


_ humanity, he must occasionally look at the other 


side—the larger side. Let him read the biog- 
taphies of men who are doing the big things 


For the student it contains an excellent 
view on the several phases of a Balance Sheet 
audit. 

A letter from the Federal Reserve Board to 
The Pace Student states that this pamphlet has 
been very generally issued, and that only a 
limited supply is now available. Those interested 
may still secure copies, however, by forwarding 
the nominal sum of five cents to the Federal Re- 
serve Board, Washington, D. C. 


Balance 
Sheet 
Audits 


Physi- 


cal 


Con- 
ditions 


Swiss 
System 


ECENT scientific investigations 

in munitions plants disclosed 
that the fatigue of workmen de- 
creased the volume of productivity 
and increased the number of errors. Periods of 
rest were instituted. Men on piece work did not 
want to stop for the rest periods. They were 
compelled to, and careful records showed in- 
creased output. 

The Army and the Navy afford excellent ex- 
amples of the relation between efficiency and the 
comfort, health, and contentment of employees. 
Competent Army officers must constantly give 
attention to the minutest details. Not infre- 
quently they must personally see that men, com- 
pletely tired out after a day’s marching, follow 
the fundamental rules of hygiene. 

When the new Navy building was constructed 
at Washington, naval surgeons had charge of 
the sanitary arrangements. Among their duties 
was the selection of the color of the paint on the 
walls, and they adopted a color which would at 
once diffuse the light and be restful to the eye. 

As careful planning did not characterize the 
selection of floor covering for a bank in Pitts- 
burgh. This bank covered the floor with rubber 
matting. As in most banks, a number of em- 
ployees stood all day. Soon after the covering 
was put down there was a noticeable lack of 
energy, and a run-down in the efficiency of the 
men. Investigation disclosed that it was caused 
by the rubber matting. Accordingly the floor 
covering, which had cost a neat sum, was re- 
moved. 

Material surroundings may aid or deter effec- 
tive labor management. Seeming trifles turn the 
scale one way or the other. Heat, light, ventila- 
tion, and sanitation deserve a large share of atten- 
tion. Unless these conform to the basic rules 
of health, efforts to stimulate human production 
may fail. 


ie a recent address on the Swiss system of mili- 
tary training, Dr. Charles W. Eliot told the 
Economic Club, of Boston, the following story of 
an interview between the Kaiser and a Swiss 
general: 

The Kaiser attended a great shooting festival 
in Switzerland. He asked the Swiss general how 
many men Switzerland could put into the field 
within a week. The general replied, “Five hun- 
dred thousand men.” The Emperor said, “What 
if I could come against you with a million men?” 
“In that case, Your Majesty, we should all have 
to shoot twice,” replied the general. 

Dr. Eliot told the story to emphasize the effi- 
ciency of the Swiss system. This system of mili- 
tary training starts with the school. The entire 
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male population must go through a 
course of physical training while at- 
tending Swiss schools. This physi- 
cal training does not involve any 
military training. The Federal Government 
supervises this training by means of inspectors. 

In addition to the physical training, the stu- 
dents engage in target practice. Not until they 
have had this training in both physical culture 
and target practice is field instruction given. 

Each young man in his twentieth year serves 
in the field from sixty-two to ninety-two days, 
depending upon the branch of the service. Be- 
tween his twenty-first and twenty-eighth year 
he serves a period of thirteen days, seven times. 
Each Swiss soldier between twenty-two and forty 
serves in the field one week every second year. 
Between forty and forty-eight the Swiss soldier 
is called to the colors twice, for one week. 

Dr. Eliot claims that the Swiss system should 
be adopted by the United States. It would seem 
that after the present emergency some means 
should be adopted to insure permanent prepared- 
ness, and that a system similar to that used in 
Switzerland would probably serve the purpose. 


IGURES presented at the thirty-sixth an- 

nual general meeting of the Institute of 
Chartered Accountants (Great Britain) show a 
membership on the first of January, 1917, of 
4,938. The patriotism of members was evident 
from the fact that 1,076 members and 1,421 arti- 
cled clerks had joined the colors. During the 
year, 1916, thirty-one members were killed in 
action. Decorations were awarded to twenty- 
three members and nineteen articled clerks for 
meritorious service in the war. 

On account of war conditions, there was a fall- 
ing off of sixty-three in the members of the Insti- 
tute who are in practice, and a falling off of one 
hundred in the number of articled clerks regis- 
tered during 1916. 


EPING certain types of patriotic men out 

of the firing line has been one of the hardest 
problems with which England and France have 
had to cope during the present war. The types 
of men referred to are men who, by reason of spe- 
cial training or occupation, were able to render a 
more useful service to their country away from 
the trenches than in them—for example, machin- 
ists, accountants, electricians, and carpenters. It 
is well for Americans to bear this point in mind 
—that service at the front, while imperative for 
certain units, is made resultful only in proportion 
as those who provide the equipment and aid in 
the organization of resources do their work well. 
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NE ot the most amazing monu- 
ments to American pluck, 
foresight, and capacity to cre- 

ate business opportunities, is found 
in the J. C. Penney Company, Inc., 
which owns and operates a chain of 
175 retail dry-goods and clothing 
houses in towns and small cities 
throughout the Middle and Far 


West. These stores are known as 
the “J. C. Penney Golden Rule 
Stores.” 


J. C. Penney, a man in his forties 
to-day, is the chairman of the board 
of directors of this Aladdin’s Lamp 
enterprise, which does a yearly busi- 
ness of $12,000,000, and which is still 
growing with almost inconceivable 
rapidity. Eighteen years ago, Mr. 
Penney, then a stripling of twenty- 
three, was a clerk in a small dry- 
goods store in Wyoming, getting $12 
a week. In his personal develop- 
ment is wrapped up the development 
of a big idea; and it is with.this idea 
—the history and the growth of it— 
that this article must largely con- 
cern itself, for Mr. Penney is a man 
who shrinks from personal publicity. 

“What we have accomplished [we, 
mind you, always, not I] has been 
due to the most intensive codpera- 
tion on the part of everybody con- 
nected with every one of our stores,” 
said Mr. Penney. “The plans of 
management have been worked out 
with the purpose of making co- 
Operation worth while for the indi- 
vidual. There has been no overlord- 
ship of the dictatorial kind. Every 
one connected with our organization 
feels himself, not an employee, but 
a member of it; and indeed he is, 
for our plans of operation insist that 
every man, before he is employed, 
be of partnership timber, and that, 
as soon as he has proved his worth, 
he be made a partner, paying for his 
partnership interest out of the earn- 
ings of the store or stores which he 
has helped to build up.” 

Here is the big idea—the partner- 
ship idea. No man is hired unless 
he has in him the possibilities of 
some day becoming the manager of 
a store. As soon as a store has 
proved profitable and accumulated a 
sufficient cash surplus, the manager 
of that store opens a branch store 
in another town, putting in as man- 
ager one of his own men who has 
proved his worth as a _ salesman. 
This new manager, if he makes good, 
becomes a partner in the new store 
and proceeds to do as the first man- 
ager did—open additional stores and 
put them in charge of men whom he 
has trained as managers. In other 
words, each partner (no store can 
have more than three partners) 
starts new chains of his own as op- 
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portunity warrants, the earlier part- 
ners being naturally interested in 
more stores than are the younger 
men. Incentive is therefore given 
to every manager to be on the look- 
out for new partners and new stores. 
Hence, the motive for new business 
and expansion, coming from within 
the organization itself, makes the 
chain-method of development be- 
come stronger in proportion as it 
becomes larger. 

The Penney Organization does not 
believe that the large cities offer the 
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Chairman, Board of Directors 
J. C. Penney Co., Inc. 


only field for the chain store. Con- 
sequently, the stores of the chain are 
found in such relatively small places 
as Walla Walla, Washington; Albu- 
querque, New Mexico; and Fargo, 
North Dakota. Neither is the or- 
ganization so particular about loca- 
tion as are many of the other so- 
called chain stores. If the rent 
is exorbitant, the Organization 
takes the next best choice; and the 
people patronize the store just the 
same, largely, no doubt, because 
prices are never marked down or up 
in the J. C. Penney Golden Rule 
Stores. 

The stores handle only staple 
goods. There are no flamboyant 
sales, no flamboyant bargain days. 
The best possible values at the low- 
est possible prices, day in and day 
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out, is the undeviating motto of the 
Penney Organization. Prices that 
return a fair profit are kept down 
largely because of centralization and 
conservatism in buying, which is al- 
ways for cash. Few models of gar- 
ments are ordered for a store in any 
one town—only as many as the store 
knows can be sold immediately. 
Only small store-stocks are carried, 
and these are turned over five or six 
times a year. It is easy to see that 
the individual dealer, buying and 
selling on credit and maintaining an 
expensive delivery system, has a 
hard time competing with any one 
of the J. C. Penney Golden Rule 
Stores, which buy and sell for cash 
only, do not deliver goods, and are 
constantly turning over their stocks. 

The Penney Organization some- 
times comes into competition with 
national advertisers. If the organi- 
zation is not allowed to cut the 
prices on an advertised article, it has 
the manufacturers make that article 
up for them under a private brand. 
It can easily be seen why the Golden 
Rule Stores sell few advertised 
goods. 

The greatest problem confronting 
the Penney Organization is to get 
men of the right caliber. Mr. Pen- 
ney himself gives this matter a great 
deal of personal attention. He be- 
lieves in a low initial salary, be- 
cause, in his own words, “The aver- 
age man gets his pockets mixed; 
that is, instead of living on the 
money in his own pocket, he lives 
on that in the pocket of his busi- 
ness. He does not run his business 
as a thing distinct in itself; he con- 
fuses himself with it, and so begins 
to think that he and the business are 
one; that its profits are his to use as 
he will; that its current cash is al- 
ways available for his passing needs 
and pleasures.” Every man enter- 
ing the employ of the Penney Or- 
ganization, having a partnership to 
look forward to, sees the wisdom 
of the low initial salary, the long 
hours, and the hard work. 

If Mr. Penney believes in humble 
beginnings for all who enter the em- 
ploy of the Penney Organization in 
order that they may prove the kind 
of backbone they have, it is no more 
than his own career has exemplified. 

One morning in early April, 1902, 
Mr. Penney, his wife, and little son 
arrived in Kemmerer, Wyoming, 
with little capital, but with a big 
supply of energy and enthusiasm. 
This was Mr. Penney’s first store, 
the dimensions of which were 25 
by 45. 

“A half story above the store’— 
to use Mr. Penney’s own words, “a 
room in a half finished condition— 
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sole ambition was to make a suc- 
cess of the little store; consequently, 
our physical needs were of secondary 
consideration. 

“The store was capitalized at 
$6,000—I having a one-third interest, 
was compelled to borrow $1,500 to 
put up my share; the balance of the 
stock was owned by Messrs. John- 
son and Callahan, who have been 
important factors in my life. 

“The store opened on April 14, 
1902. The first day’s sales were 
$466.59; the total sales for the eight 
and one-half months following, 
$28,898.11. 

“The seed thus planted, by careful 
watching and nourishment, grew, 
and Kemmerer has shown a large 
increase in sales. 

“The mother-store—and we speak 
of it thus, with due reverence—has 
born a number of our best men; 
and the training they have received 
has been handed down until the men 
who have come out of Kemmerer are 
important factors in the mercantile 
world to-day. 

“Surely the mother-store is proud 
of her sons, and she is continuing 
to train men; the principles that 
made the store famous are still in 
vogue. 

“It can be truthfully said that cus- 
tomers who traded with us on our 
opening day, are doing so to-day, 
and nowhere are there any more 
loyal customers than those at 
Kemmerer.” 

And to-day, fifteen years later, the 
Kemmerer store is but one of 175 
J. C. Penney Golden Rule Stores, 
and $28,898.11 of annual receipts 
have given place to a round $12,000,- 
000! A stupendous growth—almost 
too vast for the human imagination 
to grasp! 

Any number of lessons stimulating 
to American youth might be drawn 
from the development of the Penney 
Organization, and set forth by way 
of an ending. One of them is that 
hard work, pluck, a big idea, and 
far-seeing vision, rightly directed, 
have limitless opportunity in this big 
country of ours to take root, thrive, 
and yield the most abundant of har- 
vests in financial reward and in the 
righteous self-satisfaction that comes 
to those who have been constructive 
forces for service and for good in 
the lives of their fellow-men. 


ORE and more men of ac- 
counting training are going 
into public service with the 
various commissions. Formerly, 
civil service examinations were based 
almost exclusively on antiquated 
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bookkeeping procedures. With the 
substitution of examinations in more 
modern methods, at least for certain 
of the positions, the opportunity of 
the trained accountant has been 
broadened. 

Especially gratifying, in this con- 
nection, is a letter recently received 
from one of the accountants of the 
Public Service Commission for the 
First District, New York. The 
writer is Mr. Thomas J. Kelley, and 
he writes: 

“T am especially pleased, however, 
that this inquiry gives me _ the 
opportunity to express my appre- 
ciation of the Pace Courses, both the 
Accountancy and Pedagogy. I have 
them to thank, not only for the 
means of securing my present posi- 
tion, but for a broadening of horizon 
that has led me, since enrolment, 
from clerkship to a point where I 
can set my ‘go-ahead stake’ on the 
road to Accountancy in its higher 
forms. I am one, therefore, in 
whose life the name ‘Pace’ has made 
a real difference.” 


CHARLES NEVILLE, C.P.A., J. 
TO EMcIVERS) (CRAG ais Ee 
BARNEES, C.P.A., and W. H. 


SKENE, C.P.A., announce the for- 
mation of a partnership for the 
practice of Accountancy, under the 
firm name of Charles Neville & Co., 
with offices in the National Bank 
Building, Savannah, Georgia. At 
the present time Mr. Neville is divi- 
sional auditor for the United States 
Government at the Army canton- 
ment, Louisville, Kentucky. 


J. HAROLD WREN, C.P.A., Pace 
Institute, Washington, D. C., has 
been appointed manager of the new 
offices of Rawlings, Hill & Company, 
Certified Public 


the Mutual Building, Richmond, 
Virginia. 
MONG the many helpful 


pamphlets distributed by the 

Guaranty Trust Company, of 
New York, is an Income Tax Record 
Book. The form is a good one, and 
the column captions are given here 
for the benefit of those who may not 
have secured the book. 

The book divides into three parts: 
one, entitled “Income Register”; the 
second, entitled “Allowable Deduc- 
tion Register”; and the third, “Se- 
curities Register.” 

The following will indicate the 
form of each of these registers, the 
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general columns being to the ex- 
treme left, and the subcolumns in- 
dented. Thus, Income Distribution 
is a general column, under which 
there are subcolumns, each of which 
is further divided into subcolumns. 
The forms follow: 


INCOME REGISTER 
Date. 
Description of Income. 
Amount of Exemption Claimed on 
Certificates. 
Total Income. 
Income Distribution. 
Coupons. 
Tax Withheld or Paid by 
Company. 
Tax Not Withheld. 
Govt., State or 
Bonds. 
Dividends. 
Domestic Companies. 
Foreign Companies. 
Mortgage, Interest, etc. 
Tax Withheld. 
Tax Not Withheld. 
Rents. 
Tax Withheld. 
Tax Not Withheld. 
Profits: Sales of Securities and 
Property. 
Sundry Items. 


ALLOWABLE DEDUCTION 
REGISTER 


Municipal 


Date. 
Particulars. 
Total Deduction. 
Deduction Distribution. 
Business Expenses. 
Interest on Personal Indebted- 
ness. 
Taxes Paid. 
Losses Without Compensation 
“In Trade.” 
Worthless Debts Charged Off. 
Losses Incurred “Not in Trade.” 
Depreciation and Depletion. 
Miscellaneous. 


SECURITIES REGISTER 
Date Purchased. 
Stocks or Bonds. 
Rate. 
Description. 
Cost. 

Income Due. 
Total Income. 
Income Due Each Month. 

January. 

February. 

March. 

April. 

May. 

June. 

July. 

August. 

September. 

October. 

November. 

December. 


NE hundred earnest women concluded their training at Pace Institute for War 

Emergency Clerical Service near the end of June. Enthusiasm marked the 

close of the sessions. Miss Anna Mathewson read a poem, of which she was the author, 

on the subject of Accounts and the Course in general, taking friendly vengeance on 

the instructor, John T. Kennedy. Mrs. Charles D. Ward read a letter to Pace & Pace, 

signed by all the members of the class, expressing their appreciation of the patriotism 
of the firm in giving the course. The poem follows: 


TAKING A LIBERTY 


This consensus of opinion from the Tuesday Class I get; 

From the Course we’ve gained a Profit that’s colossal—Gross and Net. 
We acknowledge we’re the Debtor, and we feel, with grateful thrills, 
That our mental health is better—this is not the Pace that kills. 

We emerge from this Emergency all ready for the race, 

Since we’re each a lively Pacer—there’s no “Requiescat in Pace!” 
When our Muster-Roll is written, Ranks and Ratings will be high 
(Maybe not just right at present, but within the bye-and-bye). 

Of Endorsements, neatly pasted, yards and yards will be our own, 
Urging that we be promoted to some Governmental throne; 

We'll deserve it, being workmen worth our hire, so to say, 

But we'll take no “tainted money”—does that term include Base Pay? 
Whether suffragettes or antis, man before us soon must quail, 

Since we’ve learned the proper method—how to Route or Rout the Mail! 
Hear us talk in terms commercial (‘tis no Drawback, seems to me), 

Of Demurrage,Bill of Lading, Invoice, Voucher, Consignee, 

Ad Valorem, Corporation, Hundredweight, Rupee and Franc; 

While our Checks no more upset our shaky Balance at the Bank. 
Debit (with a big, big “D,” please!) ; Credit, too, we gently cursed; 
But a day of reckoning showed us that Bank Discount was the worst. 
The whole Discount bunch was brutal—Oh, that bad Cash Discount trap, 
When we toiled on, unsuspecting, till its iron jaws went snap! 

Still, on all so kindly taught us there’s no Discount—Cash, Bank, Trade. 
How to thank our keen instructor? Words can’t do it, I’m afraid. 

For his courtesy, unfailing; for his sense of humor, too; 

For his hands that illustrated, clearly, every point in view; 

For his depth and height of vision; for his boundless legal lore; 

For the merry tales he told us—thanks for all of these and more. 

But one topic that he mentioned, he’s not qualified to teach: 

Told us how to choose a partner—folks should practice what they preach. 
I just offer that suggestion, never claiming that it’s mine, 

And I merely ask a question, “‘Get the idea? Yes? That’s fine!’ ” 

No more liberties I’m taking: come to think of it, ’tis time 

For you now to take a small one, and for me to end this rhyme. 

Here’s a problem for your solving, since of such things you are fond: 
To exchange this piece of paper for a patriotic Bond. 

May it prove a bond between you and each matron and each lass 
That, unbroken, shall remind you of the grateful Tuesday Class. 


New York, N. Y. 
June Twenty-ninth, Nineteen-Seventeen. —ANNA MATHEWSON. 
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OR fifteen years I have worked 

aS an accountant for private 
corporations, mostly railroads. In 
the latter part of 1916, I started in 
the practice of Public Accounting. Could you 
advise me of the proper methods I might adopt 
to secure business? In the few discussions I 
have read on this subject, I do not find much 
material as to the best means of procuring prac- 
tice, and at the same time maintaining profes- 
sional standards. 

As an Accountant you will offer a personal 
service, and it is quite a well-settled principle 
that one cannot with good taste cry up his own 
abilities. A professional man is necessarily more 
or less closely associated with his fellow-prac- 
titioners, and he cannot very well extol his own 
abilities without impliedly decrying the abilities 
of his fellows. Aside from this, his success de- 
pends upon his ability to establish himself in the 
confidence of prospective clients, and this confi- 
dence has its surest and most legitimate develop- 
ment when the friends and associates of the 
accountant speak well of him. 

Undoubtedly, because of these reasons, we, as 
accountants, are developing a code of ethics 
which limits our methods of procedure in bring- 
ing ourselves to the favorable attention of pros- 
pective clients. We may send out notices of the 
establishment of a firm, or changes in its per- 
sonnel, or in respect to location of offices from 
time to time, as changes occur; we may write 
books, make addresses, and in other ways bring 
ourselves to the favorable attention of business 
men and others; we may circulate copies of 
addresses among friends and business acquain- 
tances, and our circle of friends may, of course, 
be increased by ordinary social contacts—all of 
these expedients, however, should preferably stop 
short of direct solicitation of practice. 

Some accountants do not agree with this posi- 
tion. They state that Accountancy is new, and 
that the advantages to be derived from the instal- 
lation of proper accounting methods can be 
brought home to business men only by more or 
less active presentation of the facts. There is 
undoubtedly some merit in this contention, but 
the more conservative view is that these advan- 
tages should be made known by addresses, books, 
and pamphlets, which are not put out as direct 
advertising documents. 

The ethical procedures in the profession of Ac- 
countancy are only now in the process of develop- 
ment. The American Institute of Accountants, 
recently organized, has formulated certain rules 
which its members are required to follow. 


A concern reappraises its assets, crediting Sur- 
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plus with a gain in book values. Is 
this gain considered Income for the 
purposes of the income tax law? 

A gain in asset values, as stated 
on the books by reason of reappraisal or adjust- 
ments, is not taxable income until the assets have 
been sold and such gain has been realized in the 
form of cash or its equivalent. On this point, 
Treasury Decisions 2005 and 2185 state: 

“Likewise and conversely any appreciation in 
the value of assets due to appraisal or adjust- 
ment and taken up on the books of the individual 
or corporation is held not to be income within 
the meaning of the law until such appreciation, 
as a result of a completed, a closed, transaction 
has been converted into cash or its equivalent; 
that is, has been realized as an addition to, and 
a part of, the tangible assets of the individual 
or corporation. A book entry reflecting only an 
enhanced value of assets during the year evi- 
dences an increase in the net worth of the cor- 
poration or individual for that year, an increase 
which, under adverse conditions, may disappear 
the next year. An increase in value thus evi- 
denced is intangible, unstable, and is not such 
income as the Federal Income Tax Law contem- 
plates shall be returned for purposes of the tax.” 

An earlier court decision on the same point is 
that of McCoach, collector, v. Baldwin Locomo- 
tive Works, 221, Fed. 59, wherein it was held that 
gains in book values, consequent upon reap- 
praisal of capital assets, do not constitute income 
for purposes of taxation. 


Does the amount which a stockholder has in- 
vested in a corporate undertaking mean the mar- 
ket value or par value of the stock which he 
buys? Having already invested, is he responsible 
for an amount equal to the par value of the stock 
which he holds in addition to what the stock 
may have cost him when he bought it? What 
would be his responsibility if the stock had no 
par value? 

According to New York statutes, and the stat- 
utes of most states, stock cannot be issued ex- 
cept for par value or more. Liability of the 
stockholder extends to this par value. Market 
value has nothing to do with this liability. In 
the case of no-par-value stock, there must be 
received value equivalent to the amount for 
which it is issued. In other words, no-par-value 
stock is issued at a value, which value is speci- 
fied at the time of issue in the contract. Actual 
value must be received for this. 

Therefore, what is at stake is the amount which 
the person purchasing the first issue of stock paid 
into the corporation, either in the form of prop- 
erty, services, or money. If the stock were issued 
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by the corporation, irregularly, at 
less than par, then that person would 
be responsible for the difference be- 
tween what he paid for it and the 
par value, or, in case of no-par-value stock, the 
value at which it was issued. 

Courts are in conflict as to the responsibility 
of subsequent holders, purchasing in good faith 
without notice, for the amount less than par on 
the stock improperly issued. The weight of opin- 
ion, however, exonerates the subsequent holder 
from responsibility. 


An employee in a manufacturing plant becomes 
ill. The concern for whom he is working con- 
tinues his salary during the period of his ill- 
ness. How should the amount of the salary be 
treated on the books in connection with the cost 
system? 

The amount of salary paid to the employee 
during the time that he is absent from work on 
account of sickness becomes part of the overhead 
cost of doing business. A very common method 
of recording such items is to open a separate 
account classification which will be charged with 
the amount of wages not chargeable to a specific 
job. The total charge to such an account should 
be included in the overhead expenses and dis- 
tributed in the same method as other overhead 
charges are distributed. 

There may be other methods of recording such 
charges, but the one outlined above is very gen- 
erally used. 


Wherein do expense items marked on the Bal- 
ance Sheet as “Paid in Advance” differ from “Ac- 
crued” items? 

The word “accrued” is usually applied to those 
items of expense which accumulate from day to 
day, and for which settlement has not yet been 
made. Whenever the word “accrued” is used as 
an adjective to modify a name that is ordinarily 
applied to a nominal account, it indicates a real 
element. If a debit, it indicates an asset; if a 
credit, it indicates a liability. On the other hand, 
the term “Paid in Advance” usually indicates 
nominal items that have been paid, but the bene- 
fit of which has not yet been received. They may 
be either assets or liabilities. Unexpired Insur- 
ance, on the books of the insured, is an illustra- 
tion of a prepaid account, as it represents insur- 
ance premiums that have been paid but the 
protection covered by the premiums has not yet 
been entirely received. 


@ _ Please advise as to the proper method of ana- 


lyzing such accounts as “Prepaid Insurance.” 
“Accrued Interest,” etc. 


A From your question, we presume you refer to 
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the analyses that are made, not as a 
regular part of the accounting rec- 
ord, but as an adjunct to the prep- 
aration of financial statements at the 
close of a financial period. A very satisfactory 
method of analyzing “prepaid insurance” is to 
list all open policies, one below the other, upon 
an analysis sheet; that is, a sheet ruled with 
many columns. Give a line to each policy, and 
in proper columns indicate the number, the name 
of the company, the amount, the date of the 
policy, the date of its expiration, and the amount 
of premium. From the latter facts, the amount 
of premium applying to the unexpired time can 
be obtained and set in a column headed “Insur- 
ance Unexpired,” with the date; that is, the date 
of the Balance Sheet which this schedule will 
support. The total of this column gives you the 
amount of “unexpired insurance” to set up as an 
asset upon the Balance Sheet. 

The above method will apply to any of the 
other items concerning which you asked infor- 
mation. For instance, “accrued interest” analysis 
sheet would contain a listing of all notes or any 
other interest-bearing securities upon which the 
interest is calculated, giving all necessary infor- 
mation for identification and the dates of the 
period covered by the accrual. 

Such supporting schedules as the above do not 
usually form a regular part of the permanent 
accounting records, yet they are in a sense an 
inventory of the accrued items, or the prepaid 
items which are set up in the financial record. 
They are, therefore, of importance, and it is 
desirable that some scheme of filing them be 
adopted so they may be retained for future ref- 
erence. A very satisfactory method of doing 
this is to use uniform sheets for such analysis, 
say 14x17 inches, or any other stock size suit- 
able for the purpose, and provide a binder for 
filing them. The sheets in this binder may be 
separated by means of tabs, so that information 
therein may be readily accessible for reference. 
Either one of two methods of filing may be 
adopted. All supporting schedules for a particu- 
lar Balance Sheet may be filed together, the tabs 
showing the date of this Balance Sheet. Or 
analyses of the same class may be filed together 
for successive periods; that is, one tab may be 
headed “Unexpired Insurance,” and under that 
tab may be filed all analyses of unexpired insur- 
ance for various periods. 


REDERICK H. HURDMAN and William D. 

Cranstoun have formed a partnership for the 
practice of Accountancy, to be conducted at 55 
Liberty Street, New York, under the firm name 
of Hurdman & Cranstoun. 
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Edi- F you wish to ob- 
torial serve the change 
between youth and 
manhood, walk 
through the dormitories of a mod- 
ern Young Men’s Christian Asso- 
ciation. On the walls of the rooms 
" of the men between twenty and 
twenty-five you will find glaring pictures—poster 
isa effects. In the rooms of men slightly older, 
say between twenty-five and thirty, you will find 
the more sober and more artistic pictures. These 
symbolize transitions in the most interesting 
period of a young man’s life. 

Viscount Bryce expressed the thought that the 
young man soon reaches an age when he must 
forego the shallow pleasures of youth, if he would 
partake of the deeper joys of manhood. And 
among these joys of manhood should be the joy 
of work—the joy of using the 
abilities bestowed upon a 
man by his Creator. There 
is something wrong with the 
manner of living of the man 
who is always wishing he 
were young again. 

The law of compensation 
must work. With the added 
burdens and added responsi- 
bilities of manhood, there 
comes the recompense of a 
bigger and fuller joy in life. 

Impulse 66 ITH most men im- 
and pulse and judg- 
Judgment ment are in conflict,” wrote 
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two may work together, rather than 
at loggerheads, for the higher good 
of humanity. 


HE successful farmer knows that, in order 

to gather an abundant crop, he must spend 
most of his time and energy in planting and 
hoeing. The ground must be got ready— 
ploughed, harrowed, and fertilized. The seed 
must be sown in proper amount and at proper 
depth. Weeds must be killed, and the soil must 
be regularly stirred up in order to conserve mois- 
ture and to give the tender plants a chance to ma- 
ture. If these things are done, the farmer knows 
that he does not need to worry about his harvest. 
The same principle applies to harvest-gather- 
ing in Business—the making of profits and the 
advancement to positions of higher responsibility 
and increase in earning power. The young man 
of wisdom focuses his initia- 
tive, tis time, his  brain- 
power upon preparing for 
the harvest-time. He takes 
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stock of his strong points 
and his weak points. 
He learns whatever and 
wherever he can. He gives 
up time-killing pleasures, 
and spends his spare hours 
in self-development. He in- 
creases his knowledge and 
usefulness. Then comes the 
harvest time of dollars and 
cents, of satisfaction with 
things well done. Plough, 
sow, and cultivate now, 


a Ssagacious observer of men 
and their conduct. Appar- 
ently this pronouncement is 
true. We are constantly do- 
ing many things that we know we should not do, 
and leaving undone many things that we know 
we should do. Except in the case of the utterly 
benighted and subnormal types of persons (which, 
happily, are greatly in the minority), most trans- 
gressions of the moral law and the social code 
can be traced to a conflict between impulse and 
judgment, with impulse winning the tilt. Speak- 
ing broadly, the more highly educated we are the 
more prone we are to enthrone judgment and sub- 
ordinate impulse, although any educational 
process that would completely snuff out impulse 
lowers its guard and invites attack. The prob- 
lem for the enlightened individual and the en- 
lightened nation to work out, is clearly how to 
curb and direct impulse and how to liberalize and 
rationalize judgment in such a manner that the 
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young man—never mind, 
about gathering the crop; 
that will come later. 


FTEN have our minds been regaled by the 
story of the solemn, wise Bostonian follow- 
ing in the footsteps of the erring calf. No matter 
how much dignity Boston may muster, this inci- 
dent and all that it implies will not be forgotten. 
Experience is a great teacher, the world a tru- 
ant pupil. Boston ignored the oldest of all teach- 
ers. Cities had been built for centuries prior to 
the advent of Boston. Long before Boston 
boasted of its prowess as a dispensary of learning, 
the world knew that the shortest distance be- 
tween two points is a straight line. Yet the 
streets of Boston and of other cities are unneces- 
sarily crooked, creating confusion, waste, and 
loss that is inestimable. 
Perhaps young Boston felt like being contrary 
to the teacher—just like you and me when we 
were young. On this point I am still contrary. 


Prepa- 
ration 


Habit 


Finance 


Criticism 


My teacher claimed that the incident 
showed the force of habit. Quite oa 
reverse; it showed lack of habit. 
was not an instance of abuse, but e 
non-use. Much learning is fruitless, unless 
habitually applied. Efficiency consists in the 
habitual use of learning. 


PTIMISM as to the banking business dur- 

ing the period of the war is expressed in the 
June, 1917, Bulletin of the National City Bank, 
of New York. This optimism is based on the 
experience of other countries, which indicates 
that savings deposits will not be greatly dis- 
turbed. Typical of this experience is that of 
Canada. In that country, savings deposits in- 
creased from $722,000,000 on December 31, 1915, 
to $982,000,000, on March 31, 1917. It is be- 
lieved that heavy subscriptions to the Govern- 
ment loan will, in the long run, greatly increase 
bank deposits, for the reason that this is an 
inevitable result of a general increase in loans. 
Furthermore, the proceeds of the loans will be 
disbursed by the Government practically as fast 
as received, thereby distributing the funds to all 
localities. 


NE of the weeds that flourish in the garden 

of democracy is the disposition to criticize 
and cavil at things we know nothing about. 
Jumping at conclusions, we sometimes call this 
trait of ours. It is different from that, for when 
we jump at conclusions we may have a glimmer- 
ing notion of what we are criticizing or object- 
ing to. 

We criticize our schools when, as individuals, 
we have never taken the trouble to find out the 
splendid work they are doing. We criticize our 
neighbors when we know little or nothing of them 
or their manner of thinking and doing. We rail 
at the Government and sit in soap-box judgment 
upon. Federal promulgations and policies when 
we have no knowledge of the facts and data 
responsible for the things we think we do not 
like. We sneer at our superior officers in the 
business organization that gives us our bread and 
butter and profess to wonder how they have got 


where they are, when all we know of the con-. 


cern is wrapped up in our narrow daily routine. 

This kind of criticism, fault-finding, snap-judg- 
ment—call it what you please—seldom injures 
its object, though to have it buzzing around is 
irritating; but it always injures the one that 
expresses it, for it undermines judgment, distorts 
perspective, and puts a premium on loose think- 
ing. Let us have done with it. Blessings upon 
the man that resolutely keeps his mouth shut till 
he knows what he is talking about! 
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ET us build something, you and 

I, together perhaps, or each 
working by himself and for himself 
because he builds for others first. 
Let us think of the work we do, not as jobs or as 
positions, but as something to be planned and 
constructed and completed. Let us build with 
the needs and conditions of our associates and 
our own enterprise, as a whole, in mind. Then 
let us take thought of the effect of our building 
upon society, the public, other people. There is 
real satisfaction in building something that will 
last, because it is good and sound. It is the build- 
ers that are vocationally happy; for out of the 
building view-point and the building-approach to 
a problem or a task come not only the joy of hav- 
ing created something, but, what is far more im- 
portant, the joy that inheres in the capacity to 
create. And it is the capacity to create that 
spells development, advancement, success. Let 
us build something, you and I. 


ANY people—young folks especially—in 
M the wisdom of ignorance profess to think 
that the difference between an indifferent success 
and a conspicuous success is a matter of miles in 
respect to native ability and opportunity, as well 
as in results. In the case of the majority of men 
who have made conspicuous successes, this is the 
wrong standard of measurement. Very often the 
difference between success and mediocrity, in the 
professions and in Business, is a matter of extra 
yards, extra feet, yes, extra inches, given freely 
as a steady practice. An extra yard, an extra 
foot, an extra inch, even, of industry, of deter- 
mination, of judgment, of vision, of personal co- 
operation—have often unlatched the door of op- 
portunity, and sooner or later pushed it wide ajar. 
Big things—big achievements, big incomes—rep- 
resent the welded total of many little things. If 
you are looking for success, then, give extra serv- 
ices in time, brains, and effort to the work you 
are doing. Do not scorn the yardstick, or the 
foot-rule, standard of measurement. The mile- 
standard will show itself in results achieved. 


ID you ever take time to think that people 
D are like mines? Just as there are a few 
productive mines, and many worthless mines— 
those that contain no “pay dirt” of any kind 
—just so there are a few people whose intellectual 
lodes it pays to explore, and many people who 
yield nothing worth appropriating to your men- 
tal pick and drill. It pays to “prospect” a while 
before you sink your capital in a mine that may 
turn out only a cheap quartz and gravel for your 
pains. And it surely pays to “prospect” among 
your fellows before you invest in them your re- 
serves of time, interest, and intimacy. 
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Little 
Things 


Mines 


Printing E. DOWNING, auditor of the 
Costs e Los Angeles Times and sub- 

by Sidiary corporations, engaged in the 

H. E. printing, publishing, and binding 
Downing business, and a Pace student, recently delivered 


the cost of the article must be a pro- 
portionate sum of all three elements. 

“Material from our cost view- 
point contemplates only that enter- 
ing into and becoming a physical part of the fin- 
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a paper before the Semester D class of the Ac- 
countancy School at the Y. M. C. A., of Los 
Angeles, California, on the principles of cost 
keeping for a printing and salesbook business. 
The system described was that agreed upon by 
the Printers’ Cost Committee of the United 
Typothetae and Franklin Clubs of America. 
Through the kindness of O. T. Johnston, Esaq., 
C.P.A., financial secretary of the Los Angeles 
Y. M. C. A., the following copy of the address is 
made available for our readers: 

“The principles of cost keeping that we are 
now studying apply in their entirety to the print- 
ing and the salesbook business. The principles 
could not well vary—they are fundamental—but 
in the printing and salesbook business there are 
certain peculiar accounting conditions that 
require especial handling. 

“Proper and informing cost keeping is abso- 
lutely necessary for the efficient and economical 
control of any commercial activity, and in an 
enterprise of the nature of the above, where the 
competition is so severe, the cost of materials so 
high, the service so exacting, and the public so 
critical—in order to be on the right side of the 
Ledger at the end of the fiscal period, it is pre- 
eminently necessary that the cost of production 
be known. 

“Before installing a cost system, it should be 
determined what are to be the functions of the 
system and what results are sought. 

“There are three elements necessary in any 
cost system: continuing, undeviating persistency, 
the passage of time, and the helpful and energetic 
support of the management. Without these 
three, there can be no successful operation. The 
management should then properly look to it to 
supply the accurate costs of articles manufac- 
tured, to determine all waste of materials, the 
effectiveness of labor bought, the measure of 
expenses and their relation to direct cost and 
sales; and it should compare unit or department 
operations with some predetermined standard, for 
without a comparison progress cannot be 
measured. 

“Momentarily, let us consider the elements 
entering into scientific cost keeping, that we may 
more clearly perceive the objects at which we 
aim. 

“We have learned in our cost studies that the 
component elements are: direct material charges, 
direct labor charges, and indirect material, labor, 
and other expense charges. It will be clear that 


ished article. There can be no extended profit- 
able argument how to obtain the material costs, 
for registering them accurately must be done by 
reports of weights or other measures of quantity; 
the greatest difficulty being to overcome the 
human frailty of carelessness in handling and 
reporting, no small amount of profits being lost 
by wastage. Waste of material is itself the one 
greatest cause of high costs to-day, and all man- 
ufacturers would do well to look toward an 
increase in profits by reducing that expense, 
rather than reaching out for more markets and 
thus taxing more severely our already over- 
strained distribution systems. 

“Labor is the second cost element, and the one 
that probably causes the executive the most 
trouble and anxiety; the human element and 
personal equation entering heavily into the cost 
consideration at this point, and being of the three 
elements the least subject to managerial control. 
For cost purposes, labor is divided into two 
classes: the direct, or that chargeable directly 
against the work; and indirect, which becomes a 
portion of the overhead or burden. Labor costs 
are ordinarily not hard to obtain, the pay-rolls or 
time-tickets supplying the requisite information 
for the class division and apportionment. 

“The third cost element—expense—is an elu- 
sive and exasperating one. Here the certain 
ground of direct costs is left, and the accountant 
goes ‘aviating.” There is no positive and unim- 
peachable way to apportion it to the various arti- 
cles or operations of manufacture, and the par- 
ticular enterprise under review must be studied 
and an apportionment made on the fairest and 
most equitable basis. 

“The system or plan in use in our printing and 
binding and salesbook plants is that agreed upon 
by the Printers’ Cost Commission of the United 
Typothetae and Franklin Clubs of America, and 
in common with all worth-while systems, it is 
articulated with the general books. Generally, 
in cost keeping, the tendency is to use a great 
number of forms, each additional requirement of 
the management calling for an addition to those 
already in use, until at last the system is bur- 
dened, if it does not actually fall, by the weight 
of the clerical work. This tendency should be 
persistently fought until they are ‘boiled down’ 
to the lowest possible number. 

“Our purchasing is done by a general purchas- 
ing agent, who buys on requisitions from the 
managers of our various enterprises. The requi- 
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sition on the purchasing agent is 
made in triplicate, and follows the 
usual course of any purchase requi- 
sition. 

“Raw materials are all delivered to the stores 
department, and a perpetual inventory is main- 
tained. No materials are issued without a proper 
requisition, and at intervals a section of the stock- 
room is physically checked against the book 
record. 

“A very large and important account is the 


Roll pay-roll, the handling of which is a very impor- 


tant matter. Each plant operative is supplied by 
the foreman with a time-card for each job upon 
which work is to be done. On this card are 
printed the various operations within the depart- 
ment. As the operative starts work, the card is 
inserted in the time-clock and the starting time 
registered; when the work is finished, or activi- 
ties are transferred from one operation to an- 
other, the time is registered out. These cards 
are assembled at the end of the day and sent to 
the accounting department, and upon individual 
time-sheets the time of each employee, showing 
exactly the time spent in each class of operation, 
is recorded and the operative paid accordingly. 
It will be seen that with a competent foreman no 
reason or excuse exists for prolonging an oper- 
ation, and that nothing is left for the employee 
to guess at or forget, and the actual time occu- 
pied on the operation is obtained. 

“This card, from which the record has been 
made, is placed in the cost jacket on file in the 
office, in which has already been placed the dupli- 
cate of the material requisition. When the job is 
completed and shipped, the job-ticket, which has 
followed the work throughout all operations and 
departments, is sent to the accounting depart- 
ment, whereupon the cost jacket is extracted 
from the files and the job is then ready for the 
cost clerk. 

“Material, quantities, and costs are obtained 
from the requisition, which shows the kind of 
material and quantity used, and the invoices show 
the cost. The hours of direct labor spent upon 
the job are obtained from the time-tickets. This 
cost system contemplates the operative’s time 
being divided into two classes—chargeable and 
non-chargeable. The chargeable time is the 
direct labor, and is chargeable directly against the 
job. The non-chargeable time of course the 
operative is paid for, and is a portion of the de- 
partment overhead or burden. 

“All department expenses are reduced to a 
chargeable hour basis, that being the unit of cost 
used. 

“Digressing a moment, I will say that it is cus- 
tomary for the members of the Typothetae to 
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keep accurate records of their costs 
for the period of a year and to for- 
ward the result to the secretary of 
the organization, and under his 
direction they are compiled into a composite 9-H 
form, the expenses being reduced to a charge- 
able hour basis. This creates a fair standard by 
which the individual may measure the efficiency 
of his own plant, after taking into consideration 
the local conditions. 

“Our cost clerk does not, however, use these 
standard costs to compute the cost of the job to 
the concern, but uses our standard—an aver- 
age of the costs of the twelve preceding months. 
Thus, the hours worked in each department hav- 
ing been obtained from the cards, he proceeds to 
multiply them by our standard-hour rate, and the 
result is the accepted labor and overhead cost. 
(Why this chargeable hour rate contains the 
overhead I will presently explain.) Adding the 
labor and material costs gives us the job cost. 

“The cost information recorded on the cost 
jackets is registered on a Job Cost Register, 
showing the value of the material used, and the 
number of hours worked in each department. 
This Job Cost Register shows, in addition, the 
selling-price of each job, and the total of the 
column containing the selling-price must agree 
with the sales as evidenced by the duplicate sales 
tickets. 

“Now let us consider the productive section of 
the plant. The functions are confined to specific 
departments, namely: Composition, Job Press, 
Cylinder Press, Bindery A—Cutter, Bindery B, 
Bindery C, Bindery D, and Carbonizer—and 
these departments for the sake of brevity are 
appropriately identified by accounting mnemonics. 
In addition to the plant departments are the Gen- 
eral Office, Commercial Division, and the Ship- 
ping. Bearing these departments in mind, and 
that we shall be obliged to reduce all expense to 
a productive department chargeable-hour base, 
we will now give our attention to the so-called 
budget and fixed expense accounts that are dis- 
tributed monthly over the departments affected. 
Where costs are figured by the job, and on such 
products as job-printing or salesbooks, it is ex- 
pedient to have as few fluctuations as possible 
amongst the department expenses, and where 
usages and expenses are fairly constant, as in the 
case of rent, heat, light, power, depreciation, 
interest on investment, oil, gas, rags, rollers, etc., 
it is best to establish a budget or standard at the 
commencement of the fiscal year, and credit it 
monthly, changing the monthly expense over the 
departments affected. To do this, and other 
things, is the province of the ‘9-H form,’ which 
we will now consider in detail. The ‘rent, heat, 
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and light’ are distributed upon the 
basis of floor-space, and the ‘power’ 
upon the basis of department horse- 
power hours of actual motor-running 
time. ‘Depreciation’ is figured upon 
the cost value of the equipment 
within the department, as is ‘inter- 
est upon department investment.’ 
After working ‘interest upon depart- 
ment investment’ into costs, it is 
returned to income. 

“We are now ready to add this 
form, both perpendicularly and hori- 
zontally. As it is a Journal Voucher, 
necessarily it must balance, and as- 
suming the proof has been estab- 
lished, we have in each of the debit 
columns the department direct labor 
and expense, and the department 
overhead. 

“Each department has its separate 
Ledger sheet in our Controlling 
Ledger and the debit postings are 
divided into five separate columns, 
the plan being to give one line of the 
Ledger to each month. By confining 
postings of the same class to a sepa- 
rate column, a valuable monthly 
comparison may be made and ex- 
traordinary fluctuations located with- 
out trouble. 


“At this time we shall commence: 


to incorporate the information on 
the form in the general books, and 
the first entry we will pass is: 


Sundry Departments 
To Pay-roll Accrued..... XX 
For monthly pay-roll expenses. 


ee ee ee 


“This posted, we will proceed to 
the next step of charging the depart- 
ments with the department overhead 
and fixed expenses. This is done by 
making an aggregate footing of each 


department’s fixed expense and 
Journalizing: 
Sundry Departments ...... <x 
To Sundry Fixed and 
Budget Expense ...... xx 


For departmental distribution. 


“With this entry posted, we have 
arrived at a point where we must 
distribute the non-productive depart- 
ment expenses over the productive 
departments, which we will proceed 
to do on the basis of total productive 
department costs, thus: 

“Shipping and Commercial Ex- 
pense divided by Factory Expense 
equals — per cent. General Office. 

“This percentage established, it is 
a simple matter to multiply each 
productive department’s expense by 
the general overhead per cent. to 
determine each productive depart- 
ment’s proportion of general over- 
head. With these figures computed 
and established in the horizontal col- 
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umn, we must then incorporate them 
in the books, consequently the fol- 
lowing entry: 


Sundry Productive Depart- 


TLENES Tai hive Suet oneietote be retane xx 
To Office — Commercial 
Expense and Shipping 
Expense i cigneencm eres x 
For distribution of general 
overhead. 


“We now turn to our Department 
Consolidated Time Report for infor- 
mation regarding factory operations. 
We obtain from it the number of 
chargeable hours worked in each de- 
partment. These hours are listed on 
the 9-H form in the horizontal col- 
umn. By dividing the total depart- 
ment cost by the number of charge- 
able hours, cost per department 
chargeable hour is obtained. 

“The cost of direct materials used 
is next obtained from the Job Cost 
Register, and a Journal is now to 
be passed, charging: 


Materials Used to Sundries xx 


‘ow Paper. a. yan x 
Lan les poy te tape ke ane xX 
Sundry Stock......... x 


For monthly usage on fin- 
ished jobs. 


“Upon posting this Journal we 
have now in our general books all 
the information contained on the 
9-H form; the budget or fixed ex- 
pense accounts have had their 
monthly apportionment established, 
and we have worked into the pro- 
ductive departments all of the 
monthly expenses; consequently, in 
taking the next step and considering 
the ‘Work in Process,’ and ‘Finished 
Work,’ we will have only those de- 
partments and, ‘Materials Used’ to 
consider. It will be apparent that 
it cannot be otherwise than that all 
of the activities of the productive 
departments, and the materials used, 
have been concerned with ‘Work in 
Process,’ so it is proper to pass the 
entry: 


Work in Process to Sun- 


Ties iPS ona ae xx 
To Sundry Productive 

Departments ..).')..2.. xX 
To Materials Used ...... xx 


For all expense on account 
of work in process. 


“The effect of this entry is to 
gather into one account all the ex- 
penses properly chargeable against 
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* 
work in process and to close out the 
producing departments and material 
expenses. 

“The next progressive step is to 
consider the cost of the finished 
work, and to obtain this we again 
have recourse to the Job Cost Regis- 
ter. Here we find in total the pro- 
ductive hours, in each department, 
worked on jobs finished and billed. 

“Logically, our next entry is to 
charge the ‘Finished Work’ and 
credit ‘Work in Process’ with the 
cost of the finished work for the 
month, and we are therefore con- 
cerned with the determination of 
that cost. Of the materials we know 
positively, but when we deal with so 
elusive an object as an hour of the 
day it is not quite so easy, although 
determinable. 

“In arriving at the labor cost of 
the finished work, we have so far 
been dealing only in chargeable 
hours. For determining monthly 
results, we have not placed any value 
upon the productive effort. At the 
first of the month, we had a certain 
number of chargeable hours unbilled 
in each productive department; and 
we have, according to our pay-roll 
sheets and department time-reports, 
bought and paid for an additional 
quantity. From the sum of these 
two we subtract the hours billed, as 
indicated on the register of job 
costs, which gives us the amount on 
hand to carry forward to the next 
month. There has now been gath- 
ered all necessary data to determine 
finished job cost. Experience has 
shown us that ninety-six per cent. of 
our work does not linger in the fac- 
tory and break over from one month 
to another, consequently the hours 
brought forward from the preceding 
month are charged to ‘Finished 
Work’ at that month’s department 
rate, and the remainder of the hours 
billed is charged into ‘Finished 
Work’ at the current month’s rate. 
This computation is carried through 
each productive department upon a 
Finished Job Register and the re- 
sults totaled. This total, with the 
cost of materials used, is charged to 
‘Finished Work’ and credited to 
‘Work in Process’ for the cost of 
finished jobs billed in the current 
month. 

“This entry leaves the account, 
‘Work in Process,’ an inventory ac- 
count of the labor cost alone, the 
materials used in ‘Work in Process’ 
remaining in ‘Stock’ until the job is 
billed; and it also leaves but three 
accounts now affecting the current 
month’s sales operations, namely: 
‘Finished Work,’ ‘Returns and AI- 
lowances,’ and the income account 
‘Sales.’ It will be apparent that we 
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now have in the ‘Finished Work’ 
account all the cost of the sales; con- 
sequently, the ‘Finished Work’ and 
‘Returns and Allowances’ are closed 
into the ‘Sales’ and the result is the 
net profit from sales for the month. 

“Our cost report has now been in- 
corporated into the books, and its 
informing figures have been carried 
through all operations; we have 
closed out all department accounts, 
materials used, and general overhead 
expenses into ‘Work in Process,’ 
have taken from ‘Work in Process’ 
all finished work, have closed ‘Fin- 
ished Work’ into ‘Sales,’ and have 
shown the net sales profit or loss for 
the month—thus complying with the 
requirements of a truly informing 
cost system, about which I spoke at 
the commencement, and establishing 
a valuable addition upon which a 
new standard may be built that will 
reflect operating conditions of a later 
date and therefore of a more prop- 
erly applicable nature.” 


66 IS-STATED CURRENT 
ASSETS?” is the title of an 
interesting article in the 

June number of the Journal of Ac- 
countancy, by A. S. Fedde, C.P.A. 
in the very beginning of the article, 
it is pointed out that the well-under- 
stood condition that values appear- 
ing on a Balance Sheet are, to a con- 
siderable extent, the result of esti- 
mates and opinion is not confined to 
fixed assets. Amounts given for cur- 
rent assets are sometimes expressive 
of opinion, and at other times, 
grossly misstated. The . author 
affirms that misstatement is fre- 
quently quite innocent, but that an 
innocently incorrect statement may 
be quite as damaging as one deliber- 
ately misstated. 

Misstatements may appear even in 
the item Cash. Checks drawn and 
mailed prior to the date of a state- 
ment resulting in an overdraft of the 
bank balance are, in some instances, 
written back to the extent of the 
uncleared checks. They are stated 
as Cash on one side and Accounts 
Payable on the other. This is 
clearly wrong, since to the extent 
that checks have been drawn upon 
a bank balance the cash available has 
been reduced. 

Bar gold used in manufacturing 
should not be included as cash, but 
should be placed in Inventory. 
Items advanced to salesmen, branch 
selling-offices, traveling repairmen, 
etc., should not be included in cash. 
The writer prefers to include them 
as working assets, classified with un- 
expired insurance, prepaid interest, 
and other deferred charges to oper- 
ating. “They are available for the 
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conduct of a certain part of the busi- 
ness, but certainly not available for 
meeting the liabilities shown on the 
books.” 

Balances in the personal accounts 
of partners or officers, as well as 
loans made to affliated companies, 
should not be combined with Ac- 
counts Receivable of trade custom- 
ers. Both of these should be set 
out as separate items. 

After stating some peculiarities of 
inventory, the article remarks on the 
practice of some concerns of includ- 
ing “containers” as a part of mer- 
chandise inventory, when the con- 
tainers are not to be sold to the 
customers. In these instances there 
would be a charge to the customer, 
and a credit to a special account. 
The credit in the special account 
would be deducted in the Balance 
Sheet from the Accounts Receiv- 
able. At this point, nothing would 
appear in the Balance Sheet as to 
the value owned by the concern in 
these containers. Hence, an asset 
must appear, and this is usually ac- 
complished by adding the value of 
the containers to an inventory of the 
same class, shown under fixed assets 
as part of the equipment for doing 
business, and not under current 
assets. 

Concerns frequently incur heavy 
liability upon contracts. “Contracts 
for future purchase of materials may 
be of such volume as to make any 
prospective lender pause and con- 
sider—and they may have been made 
under such conditions that at the 
Balance Sheet date a loss is already 
in sight.” Notation should be made 
of these as contingent liabilities. 

The article is an intensely practi- 
cal one, and is well-worth reading. 


OST-ACCOUNTING systems 

for road construction and 

maintenance are receiving 
more and more attention from state 
highway departments and from en- 
gineers and contractors. 

B. L. Vipond, a former Pace stu- 
dent in the Washington School, who 
is in the Office of Public Roads and 
Rural Engineering, U. S. Depart- 
ment of Agriculture, suggests sev- 
eral books on this interesting sub- 
ject. One of these is the work of 
John H. Lewis, of the State High- 
ways Department, of Oregon, in 
which a system is presented. Some 
criticism has been leveled against 
this system as being too compli- 
cated. Nevertheless, Mr. Vipond 
suggests that if the men engaged in 
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the work are properly instructed in 
the use of the forms, there is no 
serious objection to the system 
proper. 

Another work suggested is the 
“Hand Book of Cost Data,” by 
Halbert P. Gillett. This book con- 
tains cost-accounting suggestions, 
but does not contain any special 
system of gathering costs. It cov- 
ers road work, excavations, sewers, 
and other engineering construction. 

A Bulletin has been prepared by 
the Office of Public Roads and Rural 
Engineering, Department of Agri- 
culture, on the subject of Road Cost 
Accounting. This is in process of 
printing, but owing to the crowded 
condition of Government printing 
work is not likely to be published 
before fall. 


NOTHER example of the in- 

terest taken’ in education by 

modern corporations is found 
in the recent action by several of 
the rubber factories in Akron, Ohio, 
including the Firestone Tire & Rub- 
ber Company and the Goodyear Tire 
& Rubber Company. These com- 
panies have established thirty schol- 
arships in the Engineering College 
of the Municipal University, of 
Akron, Ohio. 

Those receiving the scholarships 
take the course at the University and 
work in a factory in alternating two- 
week periods during the school year. 
For the work they do in the fac- 
tory, they receive $37.50 for each 
two-week period. The scholarships 
cover all of their expenses at the 
University. 

Candidates are selected from grad- 
uating classes of high schools, pref- 
erence being given to the graduates 
of the Akron High School. 


E of the many big corpora- 

tions actively promoting the 

public weal in these trying 
times is the International Harvester 
Company. The entire field-force 
of this organization has received 
instructions to aid farmers in en- 
larging the acreage planted and 
increasing the yield. Salesmen are 
directed not to advise purchase of 
new machines to replace machines 
which can be properly repaired, and 
instructions have been given that 
repair parts are to be furnished as 
quickly as possible to those need- 
ing them. 

Further recognition of the need of 
preventing a crop shortage is evi- 
denced in the publication, by this 
company, of a pamphlet on the sub- 
ject of teaching agriculture. This 
pamphlet is sent free to all teachers 
who are interested. 


Road 
Costs 


Scholar- 
ships 


Farming 


English 
Depart- 
ment 


Horatio 
N. Drury, 
B.A. 


HE value, both in 
the short run and 
in the long run, of 
courtesy in all 
kinds of business 
letters can scarce- 
ly be overesti- 
mated. Courtesy 
is a builder of 

SSS" good-will, and 

nate is the basis of business 
stability and expansion. There are 
many times when one is tempted 
to write in an overbearing, a curt, 
a sarcastic, or an angry vein; and 
from the personal point of view, 
considering the nature of the provo- 
cation, one might be justified in so 
doing. The personal point of view, 
however, is not the point of view to 
take; one should always subordinate 
himself to the good of his business 
and take the business point of view, 
no matter how strongly tempted he 
may be “to show that firm a thing 
or two.” This is hard to do, of 
course, human nature being what it 
is; but it pays. 

Often letters that are crisp and 
pointed are justifiable, and even nec- 
essary, but even such letters do not 
need to be discourteous or offensive 
in content or in tone. Every letter, 
no matter what its purpose, should 
leave upon the mind of the person 
or firm that receives it the impres- 
sion of justice, fairness, and courtesy 
on the part of the sender. Nowa- 
days, far-sighted firms make short 
shrift of the correspondent who does 
not grasp the relation between cour- 
tesy in letters and business growth. 

Overdoing courtesy is possible. 
Courtesy does not mean obsequious- 
ness; it does not mean servility; it 
does not mean insincerity; it does 
not mean sacrifice of self-respect. 
There is no more sense in filling a 
letter with an excess of please’s, 
thank you's, kindly’s, and other 
words and phrases of that ilk, than 
there is in carrying on a conversa- 
tion in a truckling manner. It is 
not good form; it is not good busi- 
ness. Courtesy has no quarrel with 
self-respect; rather, it is a high ex- 
pression of self-respect. 

The following examples illustrate 
the point of this article: 


(Poorly Written Letter) 


We have had so many complaints 
about the service, or rather lack of 
service, on your part as a distributor 
of our cars that we are out of pa- 
tience with you. When we let you 
act as our representative, we thought 
we had made it clear to you that 
satished purchasers were what we 
prided ourselves on. It seems that 
you did not grasp this matter. 
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Our Mr. Miller is going to call on 
you next week to try to pull you 
out of the bog you have got into 
and show you what you are expect- 
ed to do if you wish to continue your 
business connection with us. 


(Same Letter Rewritten) 


We are sorry to say that recently 
we have had many complaints of 
lack of proper service from persons 
who have purchased cars through 
your distributing agency. We do 
not presume, of course, as yet to 
pass upon the justice of these com- 
plaints. Ordinary justice and cour- 
tesy require that you have a hearing, 
and we purpose to give you that 
hearing. 

Our Mr. Miller, who has had much 
experience in bringing about close 
codperation between our distribu- 
tors and our manufacturing plant, is 
going to call on you some day next 
week. We have no doubt that you 
and he will be able to work out a 
plan that will be satisfactory to us 
all. Your interests and ours are 
closely allied, and we want to help 
you all we can. 


(Poorly Written Letter) 


Your account for $218.25 is already 
three months’ overdue. We have 
written to you about the matter six 
times, but you have paid no atten- 
tion to us. What do you think we 
are? A philanthropic institution? 
We have obligations to meet, just as 
you have, and we can’t pay them 
unless our customers pay us. We 
shall expect a check by return mail. 
Send it. 


(Same Letter Rewritten) 


Your account for $218.25 is al- 
ready three months’ overdue. We 
have written to you about the mat- 
ter six times, but for some reason, 
we have failed to receive a reply 
from you. Our own obligations are 
very pressing at this time, and we 
must insist that you send us a check 
by return mail. 


(Poorly Written Letter) 


If you will kindly call at our new 
tailoring establishment at the corner 
of George and Jackson Streets, we 
shall greatly appreciate your interest 
in our new spring offerings. We are 
very sure that if you will be so good 
as to pay us a call, you will find that 
our goods, workmanship, and prices 
will appeal to you as a business man 
who wishes to get as much as he 
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can for his money. Please do not 
fail to come. Kindly ask for me per- 
sonally. Thanking you in advance. 


(Same Letter Rewritten) 


We have just opened a new tailor- 
ing establishment at the corner of 
George and Jackson Streets. If you 
will pay us a call, you will find that 
our goods, workmanship, and prices 
will make a strong appeal to you. It 
will pay you to look over our offer- 
ings. May we not see you? 


The point is pretty plain. Write 
courteous letters at all times, but not 
groveling letters, or letters that un- 
necessarily irritate the one who re- 
ceives them. The principle behind 
this dictum is that courteous letters 
build good-will even after the fact 
of their having been written is for- 
gotten by the sender. 


sional Accountancy Course of 

the Rider-Moore & Stewart 
School of Trenton, New Jersey, 
celebrated the culmination of Se- 
mester B with a delightful banquet, 
served in the Trenton House, Thurs- 
day, June 8, 1917. 

Charles A. Pace, who had been 
invited to attend, was unable to be 
present. In his stead, John T. Ken- 
nedy represented Pace Institute. 
Mr. Kennedy delivered an address 
on “Accountancy in Modern Busi- 
ness.” 

John E. Gill, vice-president of the 
Rider-Moore & Stewart School, 
spoke briefly in praise of the course 
and of the intensive and loyal sup- 
port of the students. John R. Sum- 
merfeldt, secretary of the business 
school, commended the class for its 
fraternal spirit. 

The guests, besides Mr. Kennedy, 
were Walter D. Cougel, LL.D., in- 
structor in Law, and Professor H. B. 
Brofee, instructor in Accountacy. 
Professors Cougel and Brofee spoke 
briefly of the pleasure they had in 
instructing the class during the past 
term. 

The students present were very 
enthusiastic over the work accom- 
plished during the past year, and 
are looking forward to even better 
results and a stronger class organi- 
zation next year. 

William J. Mitchell, class presi- 
dent, acted as toastmaster. The 
other officers of the class are Chas. 
J. Miller, secretary, and Jos. Ryan, 
treasurer. Others in attendance 
were George L. Wolf, H. S. Bowen, 
Irving Kahn, H. T. Lancaster, J. 
Levin, and H. G. Suppers.—By Chas. 
J. Miller. 


G iwenal Ac of the Pace Profes- 


Banquet 


Elemen- 
tary 
Educa- 
tion 


HIS fall at Teachers’ College, 

Columbia University, an at- 

tempt will be made to reor- 
ganize the entire plan of elementary 
education as at present carried out 
in the United States. The new in- 
stitution will be financed by the 
General Education Board. 

The New York Tribune in a re- 
cent issue says: “The curriculum 
will include no study of formal 
grammar, no involved mathematics, 
no Latin, Greek, nor other dead lan- 
guages, no ancient history except as 
it bears on modern problems—noth- 
ing, in fact, for which no better rea- 
son than tradition can be assigned. 
As few books as possible will be 
used; the supporters of the move- 
ment believe that if children are to 
be taught and trained with an eye 
to the realities of life and existence, 
the accessible world is the labora- 
tory to be used for that purpose.” 

This, in fact, seems to be the key- 
note of the entire movement; to so 
train the child that he will develop 
somewhat in accord with his en- 
vironment, instead of to leave him 
at the end of his school days utterly 
at variance with the workaday world 
around him. 

Abraham Flexner, secretary of 
the General Education Board, says: 
“The curriculum will include noth- 
ing for which an affirmative case 
cannot now be made out. The mod- 
ern school will not go through the 
form of teaching children useless 
historic facts just because children 
have learned and forgotten them. 
Nor will it teach obsolete and un- 
congenial classics simply because 
tradition has made this sort of ac- 
quaintance a kind of good form. 
Mathematics will be taught in such 
form, in such amounts, and at such 
times as other subjects require. The 
school will put great stress on mod- 
ern languages. It is believed that 
languages have no value in them- 
selves; they exist solely for the pur- 
pose of communicating ideas and 
abbreviating thought and action 
processes. If studied they are val- 
uable only in so far that they are 
practically mastered—not  other- 
wise. We shall aim for absolute 
fluency for our pupils.” 

The director of the new school 
will be Professor Otis W. Caldwell, 
now head of the Department of 
Natural Sciences in the School of 
Education of the University of 
Chicago. The new school will be- 
gin work next September, admit- 
ting both boys and girls from six 
years of age and up. Ample funds 
advanced by the General Education 
Board insure a thorough trial of the 
new idea. 
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HE importance that attaches to 
education in commercial sub- 
jects received further recogni- 

tion, recently, on the other side of 
the Atlantic. We learn through the 
pages of The Accountant, issue of 
February 17, 1917, that Edinburgh 
University has decided to institute 
a degree in Commerce. It appears 
that at the present time all the sub- 
jects necessary for the new degree 
are included in the curriculum, with 
the exception of accounting. The 
suggestion is made that it might be 
possible for the Chartered Account- 
ants in Edinburgh to provide for the 
endowment of a Chair in Accounting 
at the University, and thus secure 
a voice in the counsels of that body. 


ANADA’S experience at the 

present time in dealing with 

the vocational problems of re- 
turned soldiers furnishes this coun- 
try much food for thought. The Ex- 
tension Department of Pace Insti- 
tute is in receipt of a letter from 
Mr. John H. Turner, of Quebec, 
Canada, an Extension student, in 
which he comments in a very in- 
teresting manner on the Canadian 
situation. 

He is especially impressed with 
the great amount of vocational work 
which must be done after the war 
in fitting the returned soldiers for 
places in the business world. The 
reason for this, Mr. Turner says, is 
that the men who went out with the 
first Canadian Expeditionary Force, 
were, for the most part, drawn from 
the ranks of bank clerks and young 
men just starting their business 
careers. Now it is necessary to fill 
their places, as the members of the 
first contingent were practically all 
killed in those dark days when 
Britain and her colonies were doing 
their best to stem the German tide. 

Mr. Turner goes on to say that 
the men who are now returning 
from France are mostly farmers and 
mechanics, totally unfit at present 
to fill business positions. Their 
training and the training of that 
great group that will return after 
the war has become a momentous 
problem. 

To meet it, The Military Hos- 
pitals Commission has formed a 
Vocational Department that will 
endeavor to fit the returned soldiers 
for the business positions waiting to 
be filled. 

The experience of our northern 
neighbor has an added significance 
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for us at the present time in view 
of the fact that we, at some not far 
distant date, may have to meet and 
decide the same problem. 


ODELL R. CUNNEEN, Account- 
ancy Institute of Brooklyn, has been 
appointed credit investigator for the 
National Bank of Commerce of New 
York. Mr. Cunneen was formerly 
employed on the staff of the Brook- 
lyn Central Young Men’s Christian 
Association. 


HENRY E. KEELER, Accountancy 
Institute of Brooklyn, formerly em- 
ployed by the Barrett Company, has 
accepted a position in the accounting 
department of Nestlés Food Com- 
pany. 


CLARENCE S. MAC ELVEEN, 
Accountancy Institute of Brooklyn, 
formerly employed on the account- 
ing staff of McWhorter, Boyce, 
Hughes, & Farrell, is now employed 
as head bookkeeper for American 
Motors, Inc. 


CHESTER A. PHILLIPS, of the 
Providence Institute of Accountancy 
and Business Administration, is now 
secretary of the Weybosset Market, 
a recently organized corporation in 
Providence. 


GEORGE E. A. STRAIN, who was 
formerly office manager and ac- 
countant for the William H. Jack- 
son Company, has accepted, through 
the Pace Agency for Placements, 
Inc., the post of traveling auditor 
for the American Water Works and 
Electric Company. 


WALTER P. CATHIE, who was 
formerly engaged as office manager 
for JoH.& Co Ki Hagle, has ac- 
cepted, through the Pace Agency 
for Placements, Inc., the post of 
auditor and accountant for the John 
F. Murray Advertising Company. 


MRS. Z. P. HUGHES, Pace Insti- 
tute, has accepted a position with the 
National City Bank. 


JOHN L. DUFFY, Pace Institute, 
formerly employed by the Northern 
Assurance Company, has accepted a 
position on the bookkeeping staff 
of the Northam Warren Corpora- 
tion. 


WILLIAM J. McGRATH, who 
was formerly office manager and 
accountant for William Hughes 
& Company, Inc., has accepted, 
through the Pace Agency for Place- 
ments, Inc., an appointment as ac- 
countant for the agricultural division 
of the Russian Buying Committee. 


Canada’s 
Voca- 
tional 
Problem 


ROVIDENCE' INSTITUTE 
OF ACCOUNTANCY AND 
BUSINESS ADMINISTRA- 
TION held its third annual dinner 
on Thursday evening, May 10th, at 
King Fong’s. Fifty-two members of 
the student and faculty body were 
present. 

Short speeches followed the din- 
ner. Frederic H. Fuller, president 
of the Providence Y.M.C.A., spoke 
on “The Association.” Other speak- 
ers were Homer S. Pace, C.P.A. 
(N.Y.), who delivered a lecture on 
“The Work of To-morrow”; Frank 
A. Swan; L. E. Hawkins, general 
secretary, and John G. Olmstead, 
vocational director. There was also 
_ other entertainment. 

Students and faculty alike pro- 
nounced the affair a great success, 
and made favorable comment upon 
the excellence of the program ar- 
ranged by the Dinner Committee. 
The members of the committee 
were Arthur L. Giddings, Herbert 
A. Henrikson, Harold H. Kelly, and 
Donald M. White. 
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BOUT one hundred students 
A and their instructors in the 

Pace Institute, Boston, gath- 
ered at the Hotel Bellevue upon the 
occasion of their second annual stu- 
dents’ dinner on Wednesday eve- 
ning, May 9, 1917. 

Mr. Luther Hill presided as toast- 
master. The speakers of the eve- 
ning were Homer S. Pace, C.P.A. 
(N. Y.), who delivered a lecture on 
“The Work of To-morrow,” and 
Messrs. Oscar M. Miller, William C. 
Canning, and Amos L. Taylor. 

The members of the Committee in 
charge of the arrangements were 
R. E. Finnegan, B. C. Kelleher, 
C. W. White, G. M. Thompson, 
F. H. Lawrence, and C. A. Howes. 

The success and enthusiasm which 
marked the evening promise to make 
future dinners an event of great 
interest to the students and faculty. 


MICHAEL G. MULHERN, Pace 
Institute, who was formerly in the 
employ of B. Altman & Company, 


has accepted a position with the ~ 


American Red Cross. 


WILLIAM H. BRIGGS, of the 
Providence Institute of Accountancy 
and Business Administration, has 
recently become traveling auditor 
for the New York, New Haven, and 
Hartford Railway. 


E. J. BANKS, of the Providence and 
Boston Schools, has become associ- 
ated with the accounting firm of 
Ward, Fisher, Carpenter & Phil- 
brick, of Providence, 


DONALD WHITE, of the Provi- 
dence Institute of Accountancy and 
Business Administration, has just 
accepted a position with the Scripps- 
Booth Automobile Company in New 
York. 


He who seeks equity must do 
equity. 


Fall Courses of Study for Business Advancement 


PREPARATION for Business means interpretation of Business as a science, a profession—inter- 


pretation of the basic principles, procedures, and devices of Business. 


Men and women who 


study Business in this way develop an economic usefulness that makes their services in high demand. 
Pace Institute prepares the individual student, whether man or woman, to assume and discharge 
business duties with ease and efficiency. 


[NVESTIGATE the following evening courses of study which are now available, among others, 
to ambitious men and women at Pace Institute and affiliated Institutions: 


Accountancy (Professional C. P. A. Course) 
—a course that gives technical preparation for C.P.A., American Institute, and Civil Service 


Examinations. 


Shorter Accounting Course for Women 
—a course that trains women in the basic principles of Accounting, including double-entry 


bookkeeping. 
Bookkeeping Course 


—a course that presents all aspects of bookkeeping in accordance with the best account- 


ing practice. 
Law for Business 


—a course that presents the law as a science in its bearing upon the conditions 


of modern commerce. 


Accounting Application of Tax Laws 
—a_course that gives a mastery of the various tax laws as applied to the business affairs of 
individuals and corporations. 


English for Business 


—a course that presents all aspects of English in a practical form. 


Oral Expression 


—a course that develops the ability of the individual to address others clearly and force- 


fully. 


[DESCRIPTIVE bulletins and folders will be sent upon request. 
Market Value,’ which contains a vocational message of wide appeal. 
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AN EDUCATIONAL MESSAGE 


E spirit of patriotic preparation is omnipresent 
throughout our country. It isnot only the spirit 


1} the spirit of educational preparation, which is 

fs being forcefully proclaimed in city, village, and 

E5} hamlet by the Federal and State Governments. 

There is an unfilled need for men and women who can bring 

trained services to the direction and control of the economic, 

financial, and commercial conditions engendered by war; and 

trained services can be made available chiefly through educa- 
tion. 


Moreover, out of the darkness and the carnage of war 
eventually will come peace, born afresh and with new vitality, 
and the pursuits of peace. Then will arise, as out of the night, 
big responsibilities, heavy duties, unparalleled opportunities— 
all in the reconstruction of the enterprises and the institutions 
of a reawakened civilization. Wisdom and vision urge educa- 
tional preparation to-day for the needs of to-morrow. 


And so The Pace Student, in this September issue, which 
marks the dawn of a new school year, would speak to you in 
words of kindly counsel and encouragement. Carry out, so far 
as military exigencies permit, the educational program which 
you have had in contemplation for yourself. Enter upon it 
forthwith, pursuing it more insistently, more whole-heartedly, 


than if we were not at grips with a foreign foe. This is the © 


counsel of patriotism; this is the counsel of wisdom. 
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Leisure 
Hours 


Fishing 


Pace 
Stu- 
dents 
in Ser- 
vice 


“N INE hundred spare hours a 
year are available to every 
man and woman whose working day 
consists of from eight to nine hours,” 
says M. B. Horton, writing in “Number Eight,” 
published by the National City Bank. “To what 
profitable use are we putting those nine hundred 
leisure hours?” 

The average man has eighteen hours of spare 
time during the week. “In justice to himself, a 
man should apportion at least one-half of those 
eighteen hours a week to a course of studying or 
reading, or to some other equally profitable pur- 
suit. In this way he will have nine hours a week 
for self-improvement, and if he is truly ambitious 
to succeed in life, he will not be content to oper- 
ate on a mere 50-50 basis; but he will devote only 
about twenty-five per cent. of his leisure time to 
the pursuit of fleeting, intangible pleasures, and 
the remaining seventy-five per cent. to what con- 
stitutes real and lasting pleasure.” 


FR ISH in your own pond. Your pond is the 

organization that now employs you. In it 
are plenty of fish to be caught—plenty of oppor- 
tunities for advancement, I mean. You have 
seen some of your associates forge ahead. You 
know that your concern is growing, that trained 
men wili be needed. Fish in your own pond. 
Look to your bait, yes—to your ability to make 
sound decisions, to your capacity for carrying 
executive loads, to your power to have business 
visions and transmute them into business reali- 
ties. But do not cast a calculating eye upon the 
ponds that lie over yonder hills. The chances are 
that the fishing there is no better than where you 
are. Keep on fishing—but in your own pond. 


ACE students are responding to the call of 

their country in every department of ser- 
vice. From every state and from practically every 
county throughout the country comes word of 
tasks promptly and courageously undertaken. 

Afloat, many are serving as officers in the Naval 
Reserve, while others are performing the more 
humble duties of yeomen or sailors. 

In the Militia, commissions are held by scores 
of Pace men, while hundreds are performing the 
duties of privates. 

In the Regular Army, the enlistments have 
been chiefly in the Quartermaster’s Reserve, and 
several Pace men are already with Pershing in 
France. 

The Marine Corps has recruited many students, 
chiefly for accounting and clerical services. 

The various camps of the Officers’ Reserve 
Corps have attracted Pace men literally by the 
hundreds, and within a year the majority of these 
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men no doubt will be serving as offi- 
cers on the firing line. 

The supplementary war activities, 
including Red Cross, organization of 
cantonments, the creation of the machinery neces- 
sary to the military census, and the like, have 
required the services of a large number of stu- 
dents and graduates. 

Every man thus serving will bring into play a 
trained mind, developed by purposeful and ardu- 
ous study. A problem is a problem, no matter 
whether it is in the class-room, in private busi- 
ness, or in governmental activity. And we know 
when the problems incident to duty arise, that 
decisions of the right character will be made by 
these men with clear-headed promptitude. 


HE American Institute of Accountants is 

rendering a valuable service to the Govern- 
ment in the assignment of accountants to carry 
out work called for by the Government. The 
Committee on National Defense of the Institute 
publishes the following list of its members who 
are the divisional auditors superintending the ac- 
counting at the new cantonments for the Army: 
David E. Boyce, Yaphank, N. Y., and Wrights- 
town, N. J.; Robert Douglas, Ayer, Mass.; Wil- 
liam P. Hilton, Annapolis Junction, Md., and 
Petersburg, Va.; J. Porter Joplin, Rockford, Ill. 
and Battle Creek, Mich.; Page Lawrence, Louis- 
ville, Ky., and Chillicothe, Ohio; Albert G. Moss, 
Little Rock, Ark.; Walter Mucklow, Atlanta, 
Ga.; Charles Neville, Columbia, S. C.; Herbert 
M. Temple, Des Moines, Iowa, and Fort Riley, 
Kansas; Charles E. Wermuth, Fort Sam Hous- 
ton, Texas; William H. West, Washington, 
D. C.; William Whitefield, American Lake, 
Washington. 


LEE NICHOLSON, C.P.A., New York, has 

e just been appointed chief of the Cost Ac- 
counting Division, Department of Commerce, of 
the Federal Government. The Cost Accounting 
Division will be one of six divisions of the Bureau 
of Foreign and Domestic Commerce in this de- 
partment. 

The new division, of which Mr. Nicholson is the 
head, will assist those departments of the Federal 
Government which have important contracts to 
let, and which may not have adequate staffs to 
investigate promptly the cost of manufacturing 
the articles they wish to purchase. This is the 
first task of the new division. In its subsequent 


development, the division will undertake the es-. 


tablishing of uniform systems of cost accounting 
in different industries. 


Prepare now; opportunities were never greater. 
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WENTY years ago Samuel D. 
Leidesdorf, C.P.A., was an er- 
rand boy in a retail store earn- 

ing five dollars a week. To-day Mr. 
Leidesdorf, at the age of thirty-six, 
is one of the most successful ac- 
countants in the country. His per- 
manent staff numbers forty persons, 
and is increasing all the time. His 
firm, while conducting a general ac- 
counting and auditing practice, are 
well known as cost accountants and 
systematizers, especially as applied 
to manufacturing plants and depart- 
ment stores. 

Besides actively managing the Ac- 
countancy practice of his firm, Mr. 
Leidesdorf is a director in several 
other organizations. He is retained 
by many important financial and 
mercantile interests; he is sought by 
the courts, banking institutions, and 
large commercial interests as an ex- 
pert liquidator and reorganizer; and 
he has also been appointed receiver 
by the U. S. District Court. The 
record he has established in connec- 
tion with these administrations has 
led to his selection as umpire in 
many partnership tangles, where the 
principals have desired to avoid legal 
proceedings and their accompanying 
cost and delays. 

Mr. Leidesdorf is a member of the 
American Institute of Accountants 
and of the New York State Society 
of Certified Public Accountants; and 
he takes a deep interest in these 
organizations. 


The story of Mr. Leidesdorf’s rise] 


to commercial influence and finan- 
cial success is an inspiring one. He 
was born and has always lived i 
New York. His father having died 
young Leidesdorf, being an onl 
child, had to fend for his mothe 
and himself at the tender age of thir- 
teen. His first position was that of 
office boy with a salary of five dol- 
lars a week. From there he went to 
a Sixth Avenue department store as 
an errand boy, and then to a manu- 
facturing concern, which employed 
him as assistant shipping clerk, and 
eventually as shipping clerk. 

All this time he was studying at 
one of the subjects that 
he mastered being bookkeeping. 
Equipped with this knowledge, he 
gradually began to climb higher and 
higher, until he finally became asso- 
ciated with a small manufacturing 
firm as office manager, and in charge 
of the credits. 

Mr. Leidesdorf was now twenty 
years old. He had long been plan- 
ning to enter Accountancy, and he 
finally decided to make a start. 
When he told his employers of his 
intention, they countered with a sal- 
ary increase and a ten per cent. inter- 
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est in the business—the total 
amounting to at least $5,000 a year— 
if he would remain. He remained 
firm, however, and entered the em- 
ploy of an audit company at twenty 
dollars a week. Later he became its 
vice-president. At twenty-three he 
set up in Accountancy practice for 
himself. 

When asked how he had built up 
his large practice, Mr. Leidesdorf 
laughingly answered that the old 
saying, “If our work pleases you, 
tell others, and if it does not, tell us,” 
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is a principle which applies to Ac- 
countancy as well as to any other 
service. 

Mr. Leidesdorf has positive views 
upon the prospects of success for 
the properly trained young man who 
enters the professional practice of 
Accountancy. 

“The opportunities in Accountancy, 
in my opinion, are wonderful,” re- 
marked Mr. Leidesdorf. “In addi- 
tion to the fact that the merchants of 
the country are just awakening to 
the value of the services of the pro- 
fessional accountant as an aid to in- 
creasing the efficiency of their busi- 
ness methods and detecting various 
leaks and wastages, it is my belief, as 
well as that of many others, that 
within the next few years the Fed- 
eral Reserve Board will require the 
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certification of statements before it W7ho’s 
will rediscount commercial paper, Wh 
and that the urgent demand for tech- O 
nical knowledge will sooner or later 
be responsible for the appointment Biograph- 
of accountants as receivers in bank- jca/ 
ruptcy, which is the procedure fol- Sketches 
lowed in insolvency cases in Eng- Bh Mean of: 
land.” Affairs 

The value of the appointment of 
an accountant as liquidator of a busi- 
ness has been demonstrated time and 
time again by. Mr. Leidesdorf. In 
the majority of cases, which have 
been handled from the constructive 
view-point, the result has not only 
been an administration which has 
netted the creditors considerably 
more than they would have received 
in the usual receivership, but has 
reestablished the debtor-concern on 
a sounder basis and saved for the 
business community a unit of com- 
merce through the application of 
sound common sense and a technical 
training. 

“If a young man knows the prin- 
ciples of Accountancy,” continued 
Mr. Leidesdorf, “he has almost un- 
believable opportunities for advance- 
ment in the executive side of private 
business. The young accountant is 
brought into contact with many able 
men, and, if he makes a good impres- 
sion, he is often offered a promising 
business connection. I could name 
any number of successful business 
men who got their start in this way. 
The men who know Accountancy in 
its broad sense make good; and the 
men who select others know it. 

“I find in my own practice that 
the executives who have been 
trained as accountants are the ones 
who most easily grasp the informa- 
tion and the suggestions that I lay 
before them. They are the men, too, 
who, when on a directorate, are the 
most likely, because of their knowl- 
edge of accounts, to dominate the 
board as a whole. 

“As indicating the importance 
which really able men attach to 
training in Accountancy,” added Mr. 
Leidesdorf, “I might mention that 
several of my wealthy clients have 
requested me to take on their sons 
as members of my staff in order to 
give them a working knowledge of 
Accountancy. 

“Here is another point about Ac- 
countancy. Even the most astute 
business man is likely to be ignorant 
of just how he is making his profits 
if the business as a whole is making 
money. Especially is this true if the 
business has several departments. 
Some of these departments may be 
making a big profit, while others 
may be running at a loss. 

“I remember a significant incident 
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WO very important 
statutes recently 
passed in New York 
State, and of inter- 
est to accountants and business 
executives, both in New York 
and elsewhere, are reviewed in 
these columns. These are the 

state income tax on manufacturing and mercan- 

tile corporations and the amendment to the stat- 
ute respecting no par stock. Both are typical 
of statutes passed in other states. Other recent 
statutes will be considered in the October number. 


NCOME taxes on corporations are now being 
levied by anumber of states. Among the states 
which have recently imposed these taxes are West 
Virginia, Connecticut, Missouri, Montana, and 
New York. The New York statute applies only 
to manufacturing and mercantile corporations. 
Every such corporation doing business within the 
state, whether organized under New York laws or 
under the laws of other states, is subject to its 
provisions. Hence, the law is of interest to ac- 
countants and business executives concerned with 
any mercantile or manufacturing corporation do- 
ing business within the state of New York. 

Corporations covered by the tax are those en- 
gaged in manufacturing, buying, and selling 
“tangible” personal property. “Tangible personal 
property shall be taken to mean corporeal per- 
sonal property, such as machinery, tools, imple- 
ments, goods, wares, or merchandise, and shall 
not be taken to mean money, deposits in bank, 
shares of stock, bonds, notes, and credits, or evi- 
dences of an interest in property, and evidences 
of debt.” 

The amount on which the tax is imposed is 
determined from the annual return of net income 
made by the corporation to the United States 
Treasury Department. On or about July 1st of 
each year, each of these corporations must sub- 
mit a report to the tax commissioners, specifying: 

“1. The name and location of the principal 
place of business of such corporation; the state 
under the laws of which organized, and the date 
thereof; the kind of business transacted. 

“2. The amount of its net income for its preced- 
ing fiscal or the preceding calendar year as shown 
in the last return of annual net income made by 
it to the United States Treasury Department. 

“3. The average monthly value for the fiscal or 
calendar year of its real property and tangible 
personal property in each city, village, or portion 
of a town outside of a village, within the state, 
and the average monthly value of all its real 
property and tangible personal property wher- 
ever located. 
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“4, The average monthly value for 
the fiscal or calendar year of bills and 
accounts receivable for (a) tangible 
personal property sold from its 
stores or stocks within the state; (b) tangible 
personal property manufactured or shipped from 
within the state; and (c) services performed with- 
in the state; and the average monthly total value 
for the fiscal or calendar year of bills and ac- 
counts receivable for (a) tangible personal prop- 
erty sold from its stores or stocks within and 
without the state; (b) tangible personal property 
manufactured or shipped from within the state 
and other states and countries; and (c) services 
performed both within and without the state. 

“5. The average total value for the fiscal or 
calendar year of the stock of other corporations 
owned by the corporation, and the proportion of 
the average value of the stock of such other cor- 
porations, within the state of New York, as allo- 
cated, pursuant to section two hundred and four- 
teen of this chapter. 

“6. If the corporation has no real or tangible 
personal property within the state, the city, vil- 
lage, or portion of a town outside of a village, in 
the state in which is located the office in which its 
principal financial concerns within the state are 
transacted. 

“7. Such other facts as the Tax Commission 
may require for the purpose of making the com- 
putation required by this article. 

“8. Any corporation taxable hereunder may 
omit from its report the statements required by 
subdivisions three to seven, both inclusive, by in- 
corporating in its report a consent to be taxed 
upon its entire net income.” 

The rate of tax is three per cent. on the net in- 
come. 

Should the corporation not do its entire busi- 
ness within the state, the amount of income tax- 
able is apportioned as follows: 

“The proportion of the net income of the cor- 
poration, upon which the tax under this article 
shall be based, shall be such portion of the entire 
net income as the aggregate of— 

“1. The average monthly value of the real prop- 
erty and tangible personal property within the 
State. 

“2. The average monthly value of bills and ac- 
counts receivable for (a) tangible personal prop- 
erty sold from its stores or stocks within the 
state; (b) tangible personal property manufac- 
tured or shipped from within the state; and (c) 
services performed within the state. 

“3. The proportion of the average value of the 
stocks of other corporations owned by the cor- 
poration, allocated to the state as provided by - 
this section, 
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Bears to the aggregate of— 
“A. The average monthly value of 


personal property of the corporation, 
wherever located. 

“5. The average total value of bills and ac- 
counts receivable for (a) tangible personal prop- 
erty sold from its stores or stocks within and 
without the state; (b) tangible personal property 
manufactured or shipped from within this and 
other states and countries; and (c) services per- 
formed both within and without this state. 

“6. The average total value of the stocks of 
other corporations owned by the corporation.” 

By the provisions of the statute, corporations 
subject to the tax are exempt from assessment on 
personal property, and need not pay any annual 
franchise tax. 


T the last session of the legislature, the New 
York statute regarding corporations having 
stock without par value was further extended. 
The following announcement from the office of the 
Secretary of State comments on the advantage of 
this character of stock under the amended act: 
“Among other things, the Walters-Pratt bill 
is aimed at certain concerns which ruthlessly 
water their stock, and dishonest promoters of cor- 
porations whose one object is the marketing of 
worthless stocks. The bill adds five new sections 
to the Stock Corporation Law, and is so construct- 
ed that it affords an easy and effective method of 
changing the shares of stock of an existing cor- 
poration from stock having a fixed par value to 
shares that are without nominal or par value. 
“Sections nineteen to twenty-three, inclusive, of 
the Stock Corporation Law, enacted at the in- 
stance of the New York State Bar Association, in 
1912, permitted the inclusion in the original char- 
ter of corporations thereafter formed or reorgan- 
ized of a provision for the issuance of shares 
without par value. It failed, however, to provide 
any method by which a corporation that had 
already been formed could be reorganized so that 
it could obtain the full benefits of the new law 
without going through the process of dissolution. 
“The advantage accruing to a corporation from 
the right to issue shares without an expressed 
value, lies in the fact that such shares may be 
lawfully exchanged for patent rights, secret proc- 
esses, the good-will of going concerns, or other 
intangible property rights involving some element 
of speculative risk, without the necessity of a pre- 
liminary determination by the directors that the 
consideration received is equal to the face value 
of the shares. 
“The corporation having shares without nom- 
inal value is likewise sometimes useful as a means 
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of apportioning the estate of a dece- 
dent among those entitled to share 
in it, without an inventory or ap- 
praisal of its value being necessary, 
and without interrupting business, if the estate 
consists of an active concern. 

“The new form of shares has the additional 
merit of putting the prospective investor on in- 
quiry as to the actual value of the shares he is 
about to purchase, uninfluenced by any represen- 
tation on the face of the stock-certificates offered 
that the shares are of a certain stated value. 

“This statement of so-called ‘par value’ ex- 
pressed on certificates of stock, always immaterial 
and often misleading, has been frequently not 
only a contributing aid to stock-watering transac- 
tions in the past, but it has been helpful to the 
dishonest promoters of corporations formed for 
the sole purpose of disposing of worthless stocks. 

“The popularity of the ‘no par value’ feature of 
New York’s corporation law is shown by the reve- 
nues which have been derived from fees and taxes 
on the organization of corporations of this par- 
ticular type, already reaching a sum in excess of 
$1,500,000.” 


N one form or another, the Golden Rule is 
found in most of the religions of the world. 
Likewise, it has a place in systems of jurispru- 
dence. Manifestations of the Rule are found in 
equity. One of these is in that part of equity 
called the “marshaling of securities.” 

Let us suppose that A is a creditor whose claim 
is secured by two properties of the debtor, X and 
Y. Bisa creditor of the same debtor, his claim 
being secured by property Y. A releases his 
security on property X. Under these circum- 
stances, equity will not allow A to resort to prop- 
erty Y until the claim of B has been satisfied, 
despite the fact that A, in the first instance, had 
a right prior to B. This rule rests upon the 
natural equity that “one man shall not so use 
the rights which he enjoys, as to prejudice, un- 
necessarily, the rights or remedies of others.” 

In this illustration there were two creditors of 
a common debtor, one of whom had the para- 
mount rights in the two properties, and the other 
of whom had the junior right in one of the prop- 
erties. Another rule of equity affecting similar 
facts is that foreclosure by the paramount cred- 
itor on the estate doubly charged shall not oper- 
ate to the injury of the junior creditor. 

For example, A has a mortgage of $10,000 on 
two lots—X and Y—each belonging to M, and 
each valued at $10,000. On lot Y, B holds a sec- 
ond mortgage of $3,000. If M does not pay the 
interest or the principal, A might foreclose on 
lot Y for the full amount of $10,000. After A had 
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ONSTRUCTING a 
workable account- 
ing system involves © 
more than laying 
out a system of accounts. Those 
who are to operate the system 
must receive ample instructions 
as to how it works. This taxes 

the ingenuity of the accountant in explanation 

and definition. One point of difficulty frequently 
met is the operation of the Voucher Records. 

The following instructions concerning voucher 

records, prepared by A. F. Young, C.P.A., Ac- 

countancy Institute of Brooklyn, treasurer of 

Nestlés Food Company, are suggestive: 

“(1) Upon receipt of invoices they should be 
O.K’d as to price, extension, etc., as per illustra- 
tion below, the form of which is placed on the 
invoice by rubber stamp: 


Date Rec’d 
and by whom 


Quantity 
Checked 


Price 
Checked 


Extension 
Checked 


Payment 
Approved 


ACCOUNT TO CHARGE 


Entered 
Vouch. Reg. 


“(2) Enter invoices in Voucher Register, but 
do not number them unless numbering will be to 
an advantage in keeping track of the invoices. 

“(3) After entering invoices in the Voucher 
Register, file them alphabetically in a temporary 
file, pending payment. 

“(4) If invoices are numerous, it will be neces- 
sary, in order to keep track of the date of pay- 
ment, to record (a) creditor’s name; (b) date of 
invoice; (c) amount of invoice; and (d) date of 
payment—on separate cards or slips which may 
be filed in a daily file under the date of payment. 

“(5) When the date of payment arrives, take 
from the temporary file the invoice indicated on 
the card and draw a Voucher Check in duplicate 
(as per form attached), in payment of the invoice, 
giving sufficient explanatory detail on the state- 
ment attached to the check to identify the in- 
voices paid. Then enter the check in the Cash 
Book, stating the number, payee, and amount. 
Attach all invoices and original documents which 
may refer to the payment to the duplicate of the 
check and statement. 
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“(6) The duplicate of the check 
and statement should be compared 
with the originals, and the person 
making the comparison should sign 
in the space provided therefor. 

“(7) File the duplicate with the attached in- 
voices, documents, etc., in numerical order. 

“(8) Post the payments from the Cash Book to 
the “paid” column in the Voucher Register, re- 
cording the date and check number. 

“(9) Index the Voucher Register as follows: 

(a) Where transactions are not numerous, an 
ordinary index in front of the book will answer 
the purpose. 

(b) Where transactions are numerous, and it 
is desirable to know how much has been pur- 
chased from any particular creditor, use a card 
index with the creditor’s name at the top, and 
columns for “voucher register,” “folio,” “descrip- 
tion,” and “amount of invoice.” In some in- 
stances, a “paid” column could also be used to 
advantage. These cards, when filled out, will 
serve as an index, showing the folio on which 
each invoice has been recorded in the Voucher 
Register, and they will also show the total pur- 
chases, the paid items which would be checked in 
the paid columns, if used, and the unpaid items 
which would remain unchecked; the latter items 
aggregating an amount which should agree with 


the credit balance in the Vouchers Payable Ac-. 


count in the General Ledger. This card system 
is, in principle, the same as a Creditor’s Ledger, 
but involves less work in posting. 

“Locating Vouchers in File. In order to locate 
the voucher and all papers connected therewith, 
look in the Voucher Register index for the credi- 
tor’s name, and ascertain the pages on which the 
name appears. Then look in the paid column, 
and, if paid, the check number will be given, and 
the duplicate, together with invoices attached, can 
be found in numerical order in the file. If tne 
invoice remains unpaid, it can be found in the 
temporary file, in alphabetical order.” 


HIS is the age of the young man. He has 
chances in Business that his father and 
grandfather never had. If he fails to grasp them 
and turn them into power and financial return, he 
has nobody to blame but himself. 

At least this is the belief of Charles D. Joyce, 
of Philadelphia, president of the National Asso- 
ciation of Credit Men, who, according to the New 
York Herald, recently made a speech in Kansas 
City in which he took occasion to give public utter- 
ance to some of his views on business success. 

Here are some of Mr. Joyce’s rules: 

Know your business. 

Put “punch” into your work every minute. 


in Busi- 
ness 


Organi- 
zation 
Rules 


Study your work and everything 
that appertains to it in your home 
hours. 

Do as well as your fellow-workers 
and just a little bit better. 

Don’t let the biggest social engagement inter- 
fere with the smallest business duty. 

Don’t have too many “dates.” 

Mr. Joyce should know what he is talking 
about, for in 1884 he entered the employ of the 
A. Colburn Company, dealers in coffees and 
spices, as an office boy at five dollars a week. 
To-day he is president of the company, and has 
six hundred workers under him. 


N these modern days, written communication 
must be depended upon more and more in the 
management of large corporations. For this rea- 
son, rules and regulations are issued, usually in 
printed form. Such rules and regulations should 
be available to new employees, so that they may 
quickly learn the policy of the establishment. 
Rigor of the rules may be eased by specifying cer- 
tain privileges on the part of the employee. Sub- 
jects recommended for insertion in a booklet of 
general information by the National Association 
of Corporation Schools are: 


1. Absence rules 14. Physical examination 
2. Bell signals 15. Questions 

3. Bulletin boards 16. Registering 

4. Cleanliness 17. Resignations 
5. Courtesy 18. Restaurant 

6. Educational offers 19. Rest rooms 

7. Elevators 20. Silence 

8. Fire regulations 21. Suggestions 

9. Library 22. Tardiness 

10. Lockers 23. Telephone 

11. Lost and found 24. Vacations. 

12. Overtime 25. Visitors 

13. Pay-day 26. Working hours 


27. Written and oral communications 
in business. 


A set of rules, somewhat along these lines, is 
used by Marden, Orth & Hastings Company, Inc. 
They were issued by Richard FitzGerald, con- 
troller, a former Pace student. Certain of these 
rules deserve special attention. 

One rule is that the internal telephone system 
should be used to secure information from other 
departments rather than for the clerk to leave his 
desk. This rule is designed to eliminate waste 
time. The use of office boys for carrying papers 
and documents is prescribed, so that the time of 
clerks will not be employed in this work. Still 
another rule, on the subject of information, is that 
the employees are forbidden to give any in- 
formation regarding their work, except at the 
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request of certain designated offi- 
cials. 

Office boys are required to visit 
desks at regular intervals during the 
day for the collection of papers to be routed from 
one desk to another. This is a lvery desirable 
rule, as otherwise the boy may use his discretion, 
or there may be a tendency on the part of a clerk 
to keep the boy occupied carrying papers sepa- 
rately instead of collectively. 

Another interesting provision is that concern- 
ing the obtaining of papers from the file-room. 
The clerk calls up the file-room for the papers. 
They are brought to his desk by a messenger. 
He gives the messenger a receipt. Upon return 
of the papers to the files, the receipt is returned 
to the clerk. In this way the files show precisely 
where papers removed may be in the office. 

This is merely suggestive of the rules that 
might be applied in an office. Of course, special 
circumstances might call for a different treat- 
ment, or for treatment of other subjects than 
those named. 


IGURES issued by the Bureau of Foreign and 
ty Domestic Commerce indicate that the num- 
ber of concerns manufacturing dye stuffs in 1914 
was seven, and that to-day there are some one 
hundred and fifty. On the basis of these figures, 
The Nation’s Business estimates that whereas 
American plants made about 6,500,000 pounds of 
coal-tar color in 1914, they are now producing at 
a rate which may be around 20,000,000 pounds a 
year. 


ACIFISTS claim that the main reason for the 

long-continued peace between the United 
States and Canada is the absence of fortifi- 
cations on the borders. In one sense they are 
right. Fortifications would probably have been 
an insistent challenge to the armed strength of 
the respective nations. America initiated the 
negotiations for the treaty under which neither 
side is armed. But this is by no means the real 
reason for peace. Two nations having so much 
in common and so thoroughly understanding 
each other can readily dispense with the test of 
armed strength. Conflict is the result of em- 
phasizing the differences, and minimizing the 
common interests, of mankind., Understanding is 
the great peace-maker. The United States and 
Canada understand each other, because the 
United States and Canada are democracies 
with mutual interests. 

Autocracy cannot understand the motives of 
democracy, nor can democracy sympathize with 
the motives of autocracy. Universal democracy 
is the prerequisite to universal peace. 
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OOLS are necessary in all 

kinds of business. Some tools 

are mechanical and _ easily 
seen; others are of a subtle kind, and 
their operations are not so clearly 
discernible; but tools they are, just 
the same, and as such must be re- 
garded. It is, in a sense, a plati- 
tude to observe that, no matter what 
the business, the tools must be kept 
sharpened and in good repair; other- 
wise, there will be no finished prod- 
uct worthy of the name. 

Take salesmanship for example— 
oral salesmanship, I mean. Some 
of the most useful tools here are a 
well-modulated voice; distinct enun- 
ciation; the use of correct, simple 
English; and the ability to present 
facts and arguments in so clear-cut 
and orderly a manner that the pros- 
pective purchaser will instantly 
grasp them. If a salesman does not 
possess these tools, or does not keep 
them in good condition, he need- 
lessly handicaps himself. He works 
with sand in the gears. 

To illustrate: the other day I went 
to an automobile salesroom to look 
at a car—not a limousine, I will ad- 
mit, but still a car—which I thought 
I might buy. The salesman who 
took me in charge was a brisk young 
fellow. He was neatly dressed. He 
was courteous and anxious to please. 
He did not “knock” competing cars. 
And he talked with authority; there 
was the note of finality in what he 
said—I liked that. In these respects 
he was not a poor salesman. 

On the other hand, he talked too 
much. He never gave me a chance 
to ask questions. He kept doing 
what he called “antispatin” my ques- 
tions. What he said was too tech- 
nical for me; I grasped only a little 
of it. And he was like a bumblebee 
in buzzing from one thing to an- 
other; his selling-talk was disorderly 
and disjointed. I got only a con- 
fused impression of many unrelated 
points—at least, they seemed unre- 
lated to me. 

His English grated on me, too. 
He persisted in saying “these kind,” 
“hadn’t ought,” “between you and I,” 
and “this here’—to mention only a 
few errors; and he used too much 
slang. His enunciation was offen- 
sively faulty—like that of many care- 
lessly speaking Americans, be it said 
to our discredit. He said “sawr’” in- 
stead of “saw,” “frinstance” instead 
of “for instance,” “whatcha” instead 
of “what do you,” “manfackcher,” 
instead of “manufacture,” “polcy” 
instead of “policy,” and so on. I felt 
all the time like telling him to open 
his mouth. 

As for his voice, it was high- 
pitched and strident. There was no 


‘The 
P4CE STUDENT 
September, 1917 


mellowness or resonance in it. The 
result was that I felt nervous and 
irritated; and my attention was de- 
flected from his description of the 
car to his vocal mannerisms and de- 
fects as a salesman. I began to feel 
that I wanted to get away—and I 


did shortly—for the sum total of 


favorable impressions made upon me 
was less than the sum total of un- 
favorable impressions. 

I have noticed these same defects 
—some of them anyway—in many 
salesmen that have come to see me 
at my office. While they are gener- 
ally good fellows, and know what 
they are talking about, they have 
often impressed me unfavorably be- 
cause of their poor English, their 
poor enunciation, their poorly man- 
aged voices, or for some other rea- 
son, insignificant in itself, perhaps, 
but bearing pretty directly, none the 
less, on the matter of impression- 
making. And I know that many of 
my business acquaintances have been 
as unfavorably impressed as I have. 

If I were to give a word of coun- 
sel to the great majority of sales- 
men throughout the country—the 
men who depend largely for their 
success upon what they say by word 
of mouth, my counsel would run 
somewhat like this: 

Furbish up your English. Make 
sure of your grammar. Weed out 
most of your slang quips and turns. 
Add to your vocabulary a plentiful 
stock of Anglo-Saxon words and 
phrases. Settle the correct pronunci- 
ation of the words you use. Speak 
plainly, taking time enough to bring 
out every syllable that a word has. 
Train your voice so that it becomes 
mellow and resonant and pleasing. 
And get some notion of how to ar- 
range what you have to say so that 
it will be understood by, and come 
within the experience of, the people 
to whom you are trying to sell goods. 

These things and others like them 
I would say to salesmen, because 
selling is like every other kind of 
business—it has its tools, and these 
tools, especially those that relate to 
the use of English and the handling 
of the voice, must be kept in the best 
of condition in order to insure the 
best selling-results. 


EDWIN J. ROBESCH, Pace Insti- 
tute, formerly employed by the 
Knickerbocker Mutual Liability In- 
surance Company, has accepted a 
position on the bookkeeping staff of 
Pearsall & Company. 
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MERICAN accountants have 
contributed largely to the edu- 
cation of financial and com- 

mercial houses in the presentation of 
statements. The following extract 
from The Accountant, an English 
weekly, is complimentary to the 
prowess of Accountancy in America: 

“The writer of Banking Notes in 
the Financial News remarks that in 
respect of the great majority of bank 
balance sheets in this country, it is 
impossible to tell either what per- 
centage of the bank’s portfolio con- 
sists of prime paper, or what propor- 
tion is of short maturity. It is re- 
garded as surprising that our banks 
have not altered their method of pre- 
senting accounts to the public by 
adopting some uniform system by 
which the existing headings are dis- 
sected. Cash in hand should be kept 
distinct from balances at the Bank of 
England, and money at call from 
money at short notice. Government 
and other securities should be shown 
as individual items. Loans should be 
divided into groups, according to na- 
ture and maturity. Treasury bills 
should be shown apart from ordinary 
discounts. Bank and commercial 
bills should be divided and itemized 
according to maturities. The con- 
tributor regards the Balance Sheet 
just issued by the Irving National 
Bank (an American house) as more 
nearly approaching the ideal so often 
discussed. This institution marshals 
its assets as follows: 


(1) Cash in vault. 

(2) With Federal Reserve Bank 
and exchanges for clearing-house. 

(3) With correspondents and 
loans at sharp call. 

(4) Eligible for rediscount with 
Federal Reserve Bank. 

(5) Other loans and discounts due 
within thirty days, due thirty to 
ninety days, due ninety to one hun- 
dred and eighty days, due after one 
hundred and eighty days. 

(6) Short-time securities. 

(7) United States and other bonds. 


Nos. 1 to 4, inclusive, are marked 
as assets ‘immediately available.’ ” 


Another evidence of interest taken 
by English accountants in the prog- 
ress of Accountancy in this country, 
is the publication in The Accountant, 
in full, of the recent pamphlet on 
“Fundamentals of a Cost System for 
Manufacturers,” issued by the Fed- 
eral Trade Commission. The Ac- 
countant has arranged with Profes- 
sor Lawrence R. Dickse, M.Com., 
F.C.A., for a series of contributed 
articles dealing with the important 
questions in connection with the sys- 
tem outlined in that pamphlet. 


Prog- 
ress in 
Accoun. 
tancy 


‘oreign 
Lan- 


NE branch of learning which 
this war has demonstrated the 
need of in America is foreign 


Suages languages. If we are to be a truly 


world power, if we are to cultivate 
intimate social and trade relations 
with foreign countries, our people 
must know other languages than 
English. 

New opportunities for young men 
in foreign trade are in the making. 
From now on our foreign trade will 
grow by leaps and bounds. Three 
causes for this growth are: necessity 
of rehabilitating European countries 
now devastated by war, the build- 
ing of an American merchant ma- 
rine, and the establishment of 
branch American banks abroad. 

Europe cannot supply all that will 
be necessary to rebuild. These sup- 
plies must come largely from 
America. The extent of this foreign 
trade can be surmised from the ter- 
rible destruction of the world con- 
flict. 

The great barrier to the develop- 
ment of trade in South America has 
been the lack of an adequate mer- 
chant marine. Time and again, 
statesmen and business leaders have 
urged America to cultivate trade 
relations with South American coun- 
tries. Despite these urgings, our 
commerce with that continent is 
comparatively negligible. A large 
part of this trade has gone to Ger- 
many. Germany’s one big ally in 
securing it has been her merchant 
marine. Upon the termination of the 
war, Germany’s home needs must 
check her foreign expansion, at least, 
temporarily. Moreover, we will 
then have a large ocean merchant 
marine, our first line of attack for 
markets which are naturally ours. 

Recent developments in banking 
give a clue as to the future prospects 
in foreign trade. A provision of the 
Federal Reserve Act, passed shortly 
before the war, accords national 
banks the privilege of having foreign 
branches. Until the last year, little 
attention was given to this provision. 
To-day, many banks are training 
young men for positions in the for- 
eign branches they are opening. In 
modern commerce banks are indis- 
pensable to trade. Trade is likewise 
indispensable to banks. These banks 
are investing their funds in foreign 
branches, because they know that 
American trade in foreign countries 
will warrant the expenditure. 

Some men understand foreign lan- 
guages who do not understand busi- 
ness. Others understand business, 
but do not know foreign languages. 
Conditions are upon us which will 
demand men who have the combina- 
tion of a knowledge of foreign lan- 
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guages and a broad business educa- 
tion. 

Blind indeed is the young man who 
does not recognize the multiplied op- 
portunities for business success 
which the training in one or more 
foreign languages will bring. 


E all like to know where 

we stand and how we 

measure up. The follow- 

ing, written by H. J. Barrett, in the 

New York World, is so much to the 
point that we print it entire. 

“‘Here is a blank application 

which is used by one of the coun- 

try’s great advertising agencies for 

the purpose of judging the qualifica- 


tions of candidates for employ- 
ment,’ remarked a local business 
man. 


“‘It struck me that most of the 
questions applied equally well to al- 
most any line of business. Look it 
over and see how you measure up. 
Note that they demand the infor- 
mation regarding your record with 
former employers four times, i.e., 
from four employers. 

Have you judgment? 

Manual accuracy? 

Mental accuracy? 

Clearness of expression? 

Patience? 

Perseverance? 

Poise? 

Energy? 

Self-confidence? 

Optimism? 

Are you systematic? 

Conscientious? 

Deliberative? 

Impulsive? 

What do you lack? 

What is your ambition? 

Do you do your best work when 
it is planned for you, or when you 
plan your own work? 

How seriously do you take your 
work? 

What is your hobby? 

Does it interfere with your busi- 
ness? 

How do you spend your leisure 
time—chief sports or amusements? 

Are you a member of any club, 
organization, or society? 

Former employers? 

Name and address? 

What work did you do? 

What salary did you receive? 

Why did you leave? 

What one thing do you think 
you contributed while at this work 
which improved or developed either 
it or the method of handling? 
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Of what part of the work are you 
most proud? 

“*Then comes a test which ap- 
plies only to the advertising pro- 
fession. 

Select from the last issue of the 
(mame of well-known national 
weekly) what, in your opinion, are 
the three best advertisements. Give 
your reasons for this selection in 
not more than 100 words. 

“‘This application blank is sup- 
plemented by a personal interview 
upon which much depends.’ ” 


HE Pace Student takes plea- 
sure in quoting portions of a 
letter from W. E. Atkinson, 
Managing Director of the Merchant 


Mea- 
suring 
Your- 
self 


Democ- 
racy in 
Busi- 


Traders of America, in which he ness 


gives his views on Democracy in 
Business, which was the subject of 
an article in our April issue. 

Mr. Atkinson expresses his appre- 
ciation of the great importance of 
the question at the present time, and 
then states in the following terms 
the means necessary for securing 
this object: 

“It seems to me that the best 
medium for the development of an 
esprit de corps in any enterprise is 
founded on interest. In _ other 
words, if a man works on a com- 
mission basis, his labors are usually 
accelerated, unless he be a laggard. 
If a man works on a codperative 
arrangement with his employers, the 
relations are even more cordial and 
the effort more enthusiastic. Hence, 
it seems to me that democracy in 
business can arise in two ways: 

“1. By the employer providing 
the opportunity for individual in- 
itiative and codperation by the 
employees, and encouragement of 
organizations for their benefit. 

“2. By the desire of the employ- 
ees, having been given the oppor- 
tunity to come into closer relations 
with their employer and one an- 
other, of their own volition to take 
steps to insure greater democracy.” 

The foundation of commercial de- 
mocracy is embodied in the two 
principles enunciated by Mr. Atkin- 
son. The business organization and 
the employees that adopt these poli- 
cies should enjoy mutual content- 
ment and prosperity. 


M. BRECKWOLDT, Accountancy 
Institute of Brooklyn, has joined the 
Depot Company, Co. B, ist Battal- 
ion, New York Signal Corps, N. G. 


J. E. P. MORGAN, Pace Institute, 
Extension Division, has joined the 
One Hundred and Tenth Regiment 
of the Canadian Expeditionary 
Force. 


Personal 
Prepared- 
ness 


=~ATIONAL pre- 
| paredness is, after 
all, a matter of indi- 
vidual prepared- 
ness. At this time industrial pre- 
paredness of individuals is essen- 
tial to speedy military success. 
After the war this industrial pre- 
paredness of individuals will be indispensable to 
national, economic, and material welfare. 

Every important nation is now, by force of cir- 
cumstance, keyed to the highest pitch in indus- 
trial efficiency. Traditions and precedents have 
been overturned by the necessity for action. All 
this effort is now directed toward military su- 
premacy. In the future, it means keen competi- 
tion between worthy rivals for world markets. 

America must get her share of this world trade. 
America’s hope lies in the preparedness of the 
young men of America to 
contribute intelligent direc- 
tive effort. For his own 
good and for the good of the 
Nation, every young man 
should prepare to render the 
most effective service in this 
new alignment of industrial 
activity. 

For most young men, this 
preparedness means a course 
of study. Careful planning 
should precede the undertak- 
ing of the course. Courses 
far removed from business 
utility should be avoided. 
Highly specialized study is 
usually advisable only after 
a thorough study of a broad, 
fundamental course. 

The best guide in planning 
a course of study is the need for men trained in 
the specific subjects considered. So-called “new 
professions” or fad vocations, offering roseate 
promises of success with little effort after an 
insignificantly short course of study, have lured 
many young men from practical study work. 
These are in the same class as other “get-rich- 
quick” schemes, and should be shunned accord- 
ingly. 

Self-culture courses of a general nature, not 
connected with orthodox academic training, are 
seldom of lasting benefit. If they enlist the in- 
terest of the young man, he should regard them 
as courses to be taken after, and not before, the 
study of subjects which will fit him for immediate 
utility in the business world. 

A law student would not think of studying only 
corporation law to become a corporation lawyer, 
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nor would a medical student think of 
studying only about the ear or the 
throat to become an ear or throat 
specialist. Likewise, a broad course 
in accounting is a necessary foundation to the 
man who would study the specialized subject of 
cost accounting. To reach the highest point in a 
business specialty, a broad general business edu- 
cation, as a foundation, is indispensable. 

The counsel of men experienced in business, 
or experienced in educating for business, should 
be obtained as to a specific course. They will 
gladly give advice which may prevent expensive 
mistakes. 

A new era is dawning upon the business world. 
It will call for executive effort of the highest and 
most skilled type. Whether the young man is to 
be a routine toiler or a constructive leader de- 
pends upon how he prepares now for the work 

he is to do then. 

STUDENT CHOOL spirit does not 

mean effervescent 
noise. You cannot judge the 
contents of a bottle by the 
popping of the cork. School 
Spirit simply means doing all 
you can to help your school 
maintain a high reputation, 
and to increase the scope and 
degree of its influence. 
School spirit means that by 
helping others you help 
yourself, 

If a graduate gives poor 
service, he hurts his school 
and hurts the vocational fu- 
ture of the other graduates 


from his school. If he ren- 
ders efficient service, he. 
helps his school and helps those who 


graduate from his school. The greater the num- 
ber of students graduating from his school who 
render useful service, the greater the value of his 
own graduation certificate in his efforts to climb 
high in his vocation. His interests and the inter- 
ests of his school are inseparably linked. 

- Vocational service of the school to its students 
is based, not only upon what goes out from the 
school to the students, but also upon what comes 
into the school from the students. There must 
be a complete cycle of codperative effort. The 
school must render its best service to the student, 
and the student must give his best service to the 
school. To the degree in which students show 
true school spirit, is the field of utility of the 
school broadened, and are the opportunities of its 
students multiplied. 


School 
Spirit 


Women 
in Bust- 
ness 


Be 
Positive 


PECULATION is now rife as to 
what women will do during and 
after the present war. Sometimes 
this speculation is mixed with 
a species of sensationalism. Love of contrast 
leads some newspapers to feature women in posi- 
tions as much beyond the vocational field of 
women as it is possible for imagination to picture. 
What the patriotic, sensible women of America 
want, and what they propose to get, is an oppor- 
tunity to render worth-while service of a char- 
acter suited to their abilities. The opportunities 
are not difficult to see. Thousands of women are 
in industry to-day. Thousands of men are doing 
duties similar to those performed by women in 
industry. Gaps in the ranks of these men are 
bound to occur during the war. Women who can 
be spared from their home duties will render the 
most useful service by taking the places of these 
men. 

An answer to the problem is suggested by the 
Government itself. Instructions have been issued 
that, so far as possible, all new clerical positions 
in the Government service be filled by women. 

Only a short period of training is necessary for 
the educated woman who would engage in office 
work. Sufficient varieties and kinds of office work 
exist to meet the varying abilities and capabilities 
of different women. Office work is preéminently 
a branch of work for which women, as an en- 
tirety, have demonstrated capacity. Hence, the 
woman who would quickly find a useful sphere 
for her activities during the present war can 
make no wiser choice than office work. 


a E is not without friends,” we say when 

we mean to let an unsociable person 
down easily, in respect to his capacity for mak- 
ing friends. Grammarians call this collocation of 
words a “double negative,” which is equivalent 
to a “softened affirmative.” It is a desirable 
enough way of expressing oneself, if one does 
not wish to make a positively affirmative decla- 
ration. 

Still, it’s somewhat of a reflection upon a person 
when you “double negative” him, isn’t it—espe- 
cially when you are referring to his basic quali- 
ties? If you tell me I am “not without” good 
looks, “not without” brains, “not without” indus- 
try, “not without” sympathy, “not without” 
capacity for development, I do not feel especially 
complimented. The trouble with a good many of 
us is that we are “double negatives”—“softened 
affirmatives,” if you please. 

Let us get rid of the “double-negative side” of 
our natures. Instead of being “softened affirma- 
tives,” let us develop a downright, square-toed 
attitude upon all vital aspects of our business and 
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social relations. Then we shall be- 
come “positive affirmatives”; and it 
is the “affirmative” folks that con- 
ceive things, plan things, and ac- 


complish things. 

ET us have more “codperative intuition,” as 
1 a business friend of mine aptly calls it. 
There are certain things which we should like to 
have our associates, our subordinates especially, 
do—things they should think of themeslves, with- 
out suggestion or prodding from us. They are 
things that we cannot very well chart or codify 
or discuss because of their flexible nature. They 
mean a lot, though, to a busy executive in the long- 
run. The private secretary, who, when the clos- 
ing hour comes, silently closes his desk and takes 
his departure without consulting his employer 
who is still in his office, lacks “codperative intui- 
tion.” The stenographer, who, because of the sud- 
den piling-up of work, mechanically works on 
without using judgment as to what letters shall 
be left till the morrow, lacks “cdoperative intui- 
tion.” The office boy, who, even when he casually 
notices that incoming pieces of mail have been 
incorrectly routed, says nothing about the matter, 
lacks “codperative intuition.” An alert, never 
flagging interest in one’s work and its possible 
expansion—this is what lies at the root of “co- 
operative intuition.” 


ODERN executives are coming to realize 

the importance of proper vocational ad- 
justment on the part of their employees. Apro- 
pos of this matter, Thomas E. Wilson, president 
of Wilson & Company, successors to the great 
meat packing concern, Sulzberger & Sons’ Com- 
pany, is quoted in the August issue of the A meri- 
can Magazine as saying: 

“I strive constantly to have every employee on 
the pay-roll doing the kind of work he likes to 
do. At every opportunity I talk to the men, in- 
cluding the laborers about the plant, trying to 
find men who have special aptitudes or liking for 
some particular thing. A man may be doing his 
task well, but there is always the chance that he 
could do something else even better. Think of 
the plight of the man who is obliged to sit and 
add figures all day when he is naturally poor at 
figures, but is a born wonder as a mixer among 
men, and yearns to be out selling goods. Think 
what he is losing and what his employer is 
losing !”” 


NDER a codperative plan instituted by the 

management, more than one-half of the em- 
ployees of the Mechanics and Metals National 
Bank, of New York City, are share holders. 
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‘The 
ment is | accountants are P 
Distri- ff often called upon to ACE 
bution work out the divi- 
of Part- sion of losses and to make a dis- 
nership tribution of the assets of partner- 
Assets ships in instalments. Unless a 


Elmer O. 
Stevens, 
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partnership business is sold as an 
entirety, the realization of cash for the assets is 
ordinarily slow. Partners do not care to wait 
until all of the assets are realized in cash, and 
the necessity for dividing such cash as has been 
secured arises. The making of this division in 
such manner as to protect each partner, should all 
the remaining unrealized assets be lost, involves 
a perplexing problem. Probably for this reason 
the following proposition, dealing with the instal- 
ment distribution of partnership assets, was given 
in the first examination of the American Insti- 
tute of Accountants last June: 


A, B, and C were in partnership, A’s capital 
being $90,000; B’s, $50,000; and C’s, $50,000. 
Their agreement is to share profits in the follow- 
ing ratio: A, 60 per cent; B, 15 per cent; C, 25 
per cent. During the year, C withdrew $10,000. 
Net losses on the business during the year were 
$15,000, and it is decided to close out the business. 
It is uncertain how much the assets will ulti- 
mately yield, although none of them is known to 
be bad. The partners, therefore, mutually agree 
that as the assets are liquidated, distribution of 
cash on hand shall be made monthly in such man- 
ner as to avoid, so far as feasible, the possibility 
of paying to one partner cash which he might 
later have to repay to another. Collections are 
made as follows: May, $15,000; June, $13,000; 
July, $52,000. After this no more can be col- 
lected. Show the partners’ accounts, indicating 
how the cash is distributed in each instalment, 
the essential features in the distribution being to 
observe the agreement given above. 


In solving this problem, the effect of the dis- 
tribution on the partners’ interests can be shown 
best by means of a columnar statement. C’s with- 
drawal is first deducted from his original contri- 
bution of capital. Net losses for the year are 
next apportioned among the partners, in accor- 
dance with their partnership agreement, and de- 
ducted from the balances of the partners’ capital 
accounts, leaving balances of: A, $81,000; B, 
$47,750; and C, $36,250; aggregating $165,000. 

To avoid overpayment of any one of the part- 
ners’ accounts in making instalment distributions 
of cash realized from liquidation of the assets, the 
accounts must be ultimately brought to the same 
proportions that losses would be sustained. A 
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bears losses in the ratio of 60 per 
cent; B, 15 per cent; and C, 25 per 
cent. 

At the time of each distribution, 
there must be withheld as to each partner his 
proportion of contingent losses. The balance, 
which would be in the capital account of each 
partner, assuming all unrealized assets lost, is 
determined. If a debit balance should, under 
these conditions, appear in one or more partners’ 
accounts, then the proportions of loss which 
would be incurred by the other partner, or part- 
ners, should the debtor partner, or partners, be 
unable to pay, is determined. This proportion of 
loss is deducted from the amount of credit bal- 
ances appearing in the other partners’ accounts, 
the result giving the amount to be distributed to 
each of these partners. Illustration of the steps 
to be taken in each case follows: 

Deducting May collections of $15,000 from the 
total capital, there remains $150,000 as the maxi- 
mum loss that possibly can be incurred. A’s pro- 
portion of this contingent loss is $90,000; B’s, 
$22,500; and C’s, $37,500. Assuming these 
amounts debited to the respective accounts, bal- 
ances would appear as follows: A, debit balance, 
$9,000; B, credit balance, $25,250; C, debit bal- 
ance, $1,250. Should this loss ensue, and should 
A and C be unable to pay their obligations to B, 
then the amount of their indebtedness deducted 
from B’s balance would leave $15,000 as the 
amount B would receive. This is the amount B 
receives under the first distribution, neither of 
the other partners receiving anything. 

Upon deducting the $13,000 collected during 
June from the total of the partners’ balances, 
which represent total assets, we have $137,000 as 
the maximum possible loss. Apportion this total 
in the same manner as before, and A’s proportion 
is $82,200; B’s, $20,550; and C’s, $34,250. The 
capital accounts then stand, if debited with these 
amounts: A, debit balance, $1,200; B, credit bal- 
ance, $12,200; and C, credit balance, $2,000. If A 
were unable to pay the $1,200 debit balance in 
his account, the loss must be distributed between 
B and C in the relative proportions that they 
would stand other losses—that is, three-eighths 
or $450 to B, and five-eighths or $750 to C. This 
would leave as B’s balance, $11,750, and C’s bal- 
ance, $1,250, which would represent the propor- 
tions of the $13,000 each would receive. 

The July collections reduce the combined losses 
of all the partners to $85,000. A’s share of this 
loss is $51,000; B’s, $12,750; and C’s, $21,250. 
When the loss has been applied to the balance of 
each partner’s account, we find that A will receive 
$30,000 of the $52,000 collected in July, B will 
receive $8,250, and C will receive $13,750. 
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Distribution of Cash—May collections 


Distribution of Cash—June collections 


Distribution of Cash—July collections 
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Effect of Distribution on Partners’ Capital Accounts 


Losses chargeable to partners 
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A, CAPITAL 


$ 9,000 
30,000 
51,000 


$90,000 


B 
$50,000 


$50,000 


2,250 
$47,750 


15,000 


$32,750 
11,750 


$21,000 


8,250 


$12,750 


By Balance (at beginning) 


B, CAPITAL 


$ 2,250 
15,000 
11,750 

8,250 
12,750 


$50,000 


By Balance (at beginning) 


C, CAPITAL 


$10,000 
3,750 
1,250 
13,750 
21,250 


$50,000 
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By Balance (at beginning) 


Cc 


$50,000 
10,000 


$40,000 


3,750 
$36,250 


$36,250 
1,250 


$35,000 


13,750 
$21,250 


ee) 


oe eee eee ee ee ee woe 


Total 


$190,000 
10,000 


$180,000 


15,000 


$165,000 


15,000 


$150,000 
13,000 


$137,000 


52,000 


$85,000 


$90,000 


$90,000 


$50,000 


$50,000 


$50,000 


$50,000 


Samuel 
P. 
Leides- 
dorf, 

GC. P A: 


(Continued) 


bearing upon this very matter. A 
certain friend of mine is at the head 
of a concern which does an annual 
business well up in the millions. His 
son, a young fellow only twenty-four 
years old who had studied Account- 
ancy, took it into his head to exam- 
ine the profit-results of each depart- 
ment. He found that two of them 
were running at a heavy loss. At 
first his father laughed at his find- 
ings, but later they were proved to 
be correct. To-day that business is 
almost twice as profitable as it used 
to be—all because a young chap who 
had studied Accountancy decided to 
investigate and systematize it.” 
“Have you any views upon the 
kind of young men that should study 
Accountancy either as a profession 
or with the purpose of becoming 
business executives?” I asked Mr. 
Leidesdorf. “Yes, I have some very 
positive views,” he replied. “The 
young man going into Accountancy 
should naturally be of an analytical 
and inquiring turn of mind. He 
should be somewhat of a mathema- 
tician. He should take an interest 
in finance, economics, and matters of 
that kind. But, above all, he should 
have sound business sense; he should 
train himself to understand all kinds 
of business opportunities when they 
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come up. The best accountant must 
be much more than a wizard at fig- 
ures. 

“And now we come to the matter 
of study,” went on Mr. Leidesdorf. 
“A&A man who wants to get ahead in 
Accountancy, and by Accountancy I 
mean accounting, finance, law, eco- 
nomics, and principles of organiza- 
tion and management, must study the 
subject from all angles. Account- 
ancy is a science, and a broader and 
more far-reaching science than most 
people realize. It is based on prin- 
ciples and laws that must be fully un- 
derstood. The best way to master 
Accountancy is by means of study. 
Personally, I prefer study in a good 
institution to study by oneself. 
Actual experience is, of course, very 
important. In my opinion, that ac- 
countant is developing himself in 
the best way who combines theoreti- 
cal study with its practical applica- 
tion. The day of the single-track 
bookkeeper who called himself an 
accountant and made other people 
believe him has gone by.” 

Mr. Leidesdorf, still a young man 


in fact, has been so successful that 
his views are entitled to great re- 
spect. For that reason, they have 
been set forth in some detail. His 
words should bring encouragement 
to hundreds of young men who are 
studying Accountancy and Business 
Administration. One of the attri- 
butes of success—an attribute which 
Mr. Leidesdorf himself possesses to 
a great degree, but did not mention— 
is personality. Considerate of others, 
even-tempered, just, and four-square, 
Mr. Leidesdorf has only to meet a 
man to make him a friend for all 
time. 


EUNION of the classes of 

Pace & Pace Resident School 

of Accountancy in New Haven 
was held at Phe Momauguin, Mon- 
day evening, July 9th, 1917. In- 
formal remarks were made by V. R. 
Kilboy of the senior class, and E. 
Manchester, Jr., and G. A. Hilliard 
of the junior class. The speaker of 
the evening was Donald A. Adams, 
whose subject was “Preparing for 
Opportunities.” 


Snapshot definition of a good 
junior accountant by a senior: 
“ Doesn’t make a peep and uses 
his head.” 


What can I do? 


This is the question thousands are asking. National appraisal has caused searching indi- 
vidual self-appraisal. Animated by patriotic motives, men and women are now, more 
than ever before, interested in determining their capabilities. In appraising yourself, 
or others, mere guesswork may be eliminated and scientific conclusions reached, by 


using the book— 


“HOW TO CHOOSE THE RIGHT VOCATION” 


By Holmes W. Merton 


Lecturer on Vocational Counseling, Pace Institute, New York 


This book will enable you to determine what aptitudes you possess, and what vocations 
afford the best opportunities for utilizing these aptitudes. With equal facility, the 
vocational aptitudes of others may be determined. 


Employers, parents, and educators, as well as those who wish to determine their own 
abilities, will find this volume an invaluable guide. 


You may obtain Doctor Merton’s book by remitting $1.62, which includes postage, to— 


HUDSON TERMINAL 


PACE & PACE 


30 CHURCH STREET 
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NEW YORK 


Law 
Depart- 
ment 


Sontinued) 


received the proceeds for his debt, 
there would remain no value to se- 
cure the mortgage of B. In this in- 
stance, equity will intervene on be- 
half of B, so that B will be substi- 
tuted, or, as it is called, subrogated, 
to the rights of A in lot X. Thus, 
the assets of M have been so mar- 
shaled that the security of the junior 
mortgagee is not impaired, and the 
respective rights of A, B, and M are 
equitably adjusted. 

In certain cases the above would 
be modified, and the junior creditor 
permitted to compel the paramount 
creditor to foreclose on the estate 
not doubly charged, before resorting 
to the estate on which the junior 


creditor has a mortgage. 


Inven- 
tories © 


A third example of marshaling se- 
curities is where a judgment debtor 
holds two tracts of land subject to 
the lien of the judgment. The judg- 
ment debtor then sells one of the 
tracts. The purchaser from the 
debtor has the right to have the 
judgment satisfied first out of the un- 
sold tract, his tract being resorted 
to only to the extent that the tract 
not sold him is insufficient to meet 
the claim. This right of the pur- 
chaser is paramount to the rights 
of other creditors subsequently get- 
ting a lien on the unsold tract. 

Broadly speaking, the doctrine is, 
that if several creditors have a com- 
mon debtor who has several funds, 
all of which can be reached by one 
creditor, and only a part of which 
can be reached by the others, the 
one creditor must take payment out 
of the funds to which he can resort 
exclusively, so as not to impair the 
rights of the others. A modification 
of the doctrine as stated is, that if 
the other creditors can be subro- 
gated, this remedy may be invoked. 
Even a superficial examination of the 
examples show that the doctrine is 
not only founded upon elementary 
principles of justice, but also is a 
preventive of fraud. 


ARGE organizations have sys- 
tematic means of taking in- 
ventories. These inventories 

include merchandise, materials, and 
property held for permanent use. 
Corporations frequently make a defi- 
nite charge to department heads for 
the fixed property used in the de- 
partments. Such things as furniture 
may be marked with a number and 
also a symbol as to each department. 
A desk might be marked “S26,” indi- 
cating that the desk is chargeable to 
the selling department, and that its 
number is twenty-six. At certain in- 
tervals the person in charge of prop- 
erties will check up the book-inven- 
tory by a physical inspection, going 
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from one piece of furniture to an- 
other and checking each piece on the 
inventory. This manner of inven- 
tory extends even to keeping a rec- 
ord of the number of ink stands, 
rulers, etc., that might be used in 
each department. 

Like care is exercised respecting 
the inventory of material and mer- 
chandise. One example of this is 
that of a large chemical house, which 
has branches in twelve cities. There 
is a division of commodities as to 
six departments, which are: Chemi- 
cal, Intermediate, Oil and Grease, 
Textile, Tanning Extract, Manufac- 
turing Materials and Supplies. Each 
department is given a distinctive 
number. Generic terms are then 
used for groups of articles, the arti- 
cles being mentioned in their par- 
ticular group under the department 
classification. 

For instance, the Chemical De- 
partment is numbered “40.” The 
commodities are classified into eight 
main divisions, as follows: 


40 Chemical Department 
400 Acids 
401 Potashes 
402 Sodas 
403 Ammonium compound 
404 Aluminum compound 
405 Barium compound 
406 Calcium compound 
407 Coal tar derivations 
408 Miscellaneous 


Any article in the Chemical De- 
partment would have, as the first 
two digits in its number, “40.” An 
acid in that department would have, 
as its first three digits, “400.” The 
kinds of acids are then numbered 
consecutively. As a further illus- 
tration of the method in use, let us 
take some examples from potashes. 
The numbering would be: 


40 Chemical Department 
401 Potashes 
4011 Potassium hydrate 
(Caustic Potash; 
88-92%; 70-75%) 
4012 Potassium chlorid 
(Muriate of Pot- 


ash) 

4013 Potassium _ bichro- 
mate 

4014 Potassium carbon- 
ate (Alkali Tar- 
tarata) Calcined 
and Hydrated 

etc. 

The method of numbering is 
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somewhat similar to that sometimes 
used in accounts. It is useful in 
inventories where there are a large 
number of commodities, divisible as 
to departments or kinds. This is but 
another illustration of the systematic 
classification of detail in business for 
the purpose of control. 


HERE is one principle which 

a man must follow if he 

wishes to succeed, and that is 
to understand human nature.” This 
statement formed part of an article 
contributed to a business magazine 
recently by Henry Ford. The arti- 
cle was reviewed in the January 
Bulletin of the National Association 
of Corporation Schools. 

To be able to get another per- 
son’s point of view and to look at 
things from his angle, as well as 
from one’s own, constitutes the se- 
cret of success, Mr. Ford declares. 
He further asserts that the success 
of a man’s business will be in direct 
proportion to his ability to under- 
stand people, especially the people 
working for him. “If he is going 
to get their best work and effort, 
their interest, and consequently the 
best results in his business, he has 
got to realize that he has human be- 
ings working for him who have the 
Same ambitions and desires that he 
has.... It is the easiest thing in 
the world to inspire this loyalty, but 
it’s not to be done by any trick. 
It’s simply a matter of honest, sin- 
cere understanding of the work- 
man’s interests, a recognition of his 
ambitions as a human being.” 

Mr. Ford also emphasizes the ne- 
cessity of thinking, in order to ad- 
vance in the business world. The 
habit of analysis, the ability to go 
deeper than the surface and to grasp 
essentials, all contribute to success. 
“My advice to every business man 
is to read a lot and think a lot and 
work a lot. If he will think and 
think and keep on thinking, and fol- 
low up his thinking with work, he 
is certain to succeed. But he must 
not fail to think about people as 
well as things. He must understand 
human nature.” 


MRS. L. LLOYD PRESTON and 
MISS HELEN PRESTON, Pace 
War Emergency Class, have been 
rendering volunteer clerical service 
in connection with the Sixth Divi- 
sion Ammunition Train. Prior to 
the war they conducted tours to 
foreign countries. Mrs. and Miss 
Preston have been registered at the 
War Department in Washington as 
being available for service in France, 
either as interpreters or for clerical 
duty. 


Human 
Nature 


English f 


Depart- 
ment 


Horatio |\@ 


N. Drury, 
B.A. 


OST business and 
professional men 
and women know 
the practical im- 
portance of being 
able to speak 
logically and 
clearly before 
others. Youdonot 
ee) need to impress 
them with the value of this kind of 
public speaking—business speaking, 
it may almost be called. If they are 
persons of any consequence what- 
soever, there have been many times 
when they would have “given any- 
thing”—to use an oft-heard phrase— 
to be able to stand up before a group 
of their fellows and give voice to 
their thoughts and ideas. Yet they 
have, as a general rule, supinely kept 
their seats, never uttering a word of 
dissent or support, even though the 
matter under discussion was one that 
closely touched their respective in- 
terests. It is an old story and a sad 
one—the story of this fancied in- 
ability to speak in public. 

One reason why the average per- 
son is so loath to speak in public is 
his inability to distinguish between 
the purposes of various kinds of 
speeches. He is likely to think of 
a speech as necessarily something 
hortatory or oratorial or witty. Some 
speeches have one or another of 
these qualities, and appropriately so; 
but this is by no means true of all 
speeches, or even of the most com- 
mon kinds. In point of fact, clear- 
ness is, or should be, the purpose of 
the majority of the speeches—talks, 
rather—which the average business 
man or woman is called upon to 
make. 

And what is clearness? Just this 
—making whatever you say under- 
standable without effort to the per- 
sons you are talking to. Clearness 
means lucid explanation, and lucid- 
ity is the result of knowledge of your 
subject presented in a step-by-step 
order of development. If your pur- 
pose is clearness, you are not con- 
cerned with whether your hearers 
believe what you say, or with stir- 
ring them to action, or with pleasing 
them particularly. Your sole busi- 
ness is so to present your subject 
that they will understand it thor- 
oughly. Personal comment is out 
of place. Clearness is the only pur- 
pose of the judge in making a de- 
cision, of a teacher in presenting a 
problem, of a lecturer in explaining 
the customs of a foreign land, of a 
business executive in elucidating a 
change in firm policy, of a public 
official in reviewing the achievements 
of a political administration. Hun- 
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dreds of other examples might be 
cited, but these will suffice. 

The purpose of each of the follow- 
ing excerpts is clearness: 

“It is generally admitted that 
America has produced an original 
type of humor, which, however diffi- 
cult of definition, is unmistakable in 
its main characteristics. The shrewd, 
calculating, keen-witted Yankee, se- 
renely confident and good-natured, as 
presented by ‘Brother Jonathan,’ has 
impressed his unique personality 
strongly upon our literature; but in- 
justice has been done to our human 
genius, especially by foreign admir- 
ers, by exalting the more crude and 
vulgar manifestations of this charac- 
ter. The perverted spelling of ‘Josh 
Billings,’ the inimitable foolery of 
‘Artemus Ward,’ and the perennial 
waggery of the ‘funny man’ of the 
newspapers are not so truly repre- 
sentative of American humor as the 
refined literary products of ‘Hosea 
Bigelow’ and the ‘Autocrat.’ Indeed, 
an improving taste is demonstrating 
that humorous expression does not 
need to be rude, boisterous, and vul- 
gar in order to be American. Our 
finest humor to-day is found in the 
work of such writers as Stockton, 
Howelis, Kate Douglas Wiggin, 
Mary E. Wilkins, and Robert Grant, 
where it appears as a delicate and 
graceful literary quality—a flavor 
rather than an independent substance 
—that vitalizes its subject with per- 
manent interest. The saving grace 
of much of our contemporary fic- 
tion is this quality of piquant and 
pervasive humor.”—J. T. Abernethy. 


“To-day we have schools where 
the future lawyer, dentist, veterinary 
surgeon, clergyman, civil engineer, 
mechanical engineer, architect, mu- 
sician, painter, elementary-school 
teacher, can find each a special train- 
ing looking toward the specific du- 
ties of his future calling. Nor are 
the special schools to be found only 
with reference to the learnéd or 
quasi-learnéd professions just men- 
tioned. They are springing up upon 
every hand as preparatory institu- 
tions for the mechanical trades as 
well. The various manual-training 
schools, the trade schools, and insti- 
tutes of all kinds offer to-day facili- 
ties for the learning of plumbing, 
carpentering, iron-working, and type- 
setting. In a word, the era of sys- 
tematic training in an educational in- 
stitution for the active duties of life 
as opposed to the era of haphazard 
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learning one’s business in the office, 
the field, or the shop seems to be 
fairly opened.”—-Edmund J. James. 


“Cash, aside from the dangers due 
to its convertibility, occupies a dis- 
tinctive position among business as- 
sets. Practically all settlements are 
made in cash. Hence, the relation 
between the balance of cash on hand 
and maturing liabilities is of primary 
business importance—the lack of 
cash to meet maturing obligations 
means insolvency. On the other 
hand, the management of a business 
continually exerts itself to carry its 
trading, manufacturing, or other 
business activity to a point where 
actual cash is realized. Materials or 
goods are bought, and _ salaries, 
wages, and other expenses are in- 
curred, to gain increased values. 
Ultimately, after passing, it may be, 
through the form of accounts receiv- 
able and bills receivable, the values 
are realized in cash—actual money, 
if money is demanded. Profit itself 
is not available after it is earned, un- 
less the excess values received as 
profits are realized in cash.”—Homer 
S. Pace. 


“More than a thousand different 
kinds of snow-crystals have been de- 
scribed; but various as these are, 
they are all characterized by the 
same symmetry. Some of these 
snow-crystals are simply solid rods 
or flat scales, each with six sides; 
others are six-sided pyramids, but 
the most common form is that of 
little six-pointed stars, variously 
modified. Each star has an icy cen- 
ter as a nucleus, from which six little 
spicules, or rods of ice, are shot 
forth at regular angles; and from the 
sides of these rays, secondary rays, 
or raylets, may be given off at the 
same angle, thus producing complex 
stars of great beauty, but, in spite of 
their complexity, always true to the 
hexagonal symmetry of the system 
to which ice belongs. Each part of 
the pattern is repeated round the 
center six times, as is generally the 
case with the beautifully symmetri- 
cal shapes which can be seen in a 
kaleidoscope.”—T. H. Huxley. 


“But enough of the cooking-fire. 
Let us turn now to the subject of 
the smudge, known in Lower Can- 
ada as la boucana. The smudge 
owes its existence to the pungent 
mosquito, the sanguinary black-fly, 
and the peppery midge—Je marin- 
gouin, la moustique, et le brulot. To 
what it owes its English name I do 
not know, but its French name means 
simply a thick, nauseating, intoler- 
able smoke. 


English 
Depart- 
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“The smudge is called into being 
for the express purpose of creating 
a smoke of this kind, which is as dis- 
agreeable to the mosquito, and black- 
fly, and the midge, as it is to the man 
whom they are devouring. But the 
man survives the smoke, while the 
insects succumb to it, being de- 
stroyed or driven away. Therefore, 
the smudge, dark and bitter in itself, 
frequently becomes, like adversity, 
sweet in its uses. It must be re- 
garded as a form of fire with which 
man has made friends under the 
pressure of a cruel necessity. 

“It would seem as if it ought to be 
the simplest affair in the world to 
light up a smudge. And so it is—if 
you are not trying. 

“An attempt to produce almost 
any other kind of fire will bring forth 
smoke abundantly. But when. you 
deliberately undertake to create a 
smudge, flames break from the wet- 
test timber, and green moss blazes 
with furious heat. You hastily 
gather handfuls of seemingly incom- 
bustible material and throw it on the 
blazing fire, but the conflagration 
increases. 

“Grass and green leaves hesitate for 
an instant, and then flash up like 
tinder. The more you put on, the 
more your smudge rebels against its 
proper task of smudging. It makes 
a pleasant warmth, to encourage the 
black-flies, and bright light to attract 
and cheer the mosquitoes. Your 
effort is a brilliant failure. 

“The proper way to make a 
smudge is this. Begin with a very 
littie, lowly fire. Let it be bright 
but not ambitious. Don’t try to 
make it smoke yet. 

“Then gather a good supply of 
stuff which seems likely to suppress 
the fire without smothering it. Moss 
of a certain kind will do, but not the 
soft, feathery moss that grows so 
deep among the spruce trees. Half- 
decayed wood is good; spongy, 
moist, unpleasant stuff, a vegetable 
wet blanket. The bark of dead ever- 
green trees, hemlock, spruce, or bal- 
sam, is better still. Gather a plenti- 


_ ful store of it. But don’t try to make 


a smoke yet. 

“Let your fire burn a while longer; 
cheer it up a little. Get some clear, 
resolute, unquenchable coals aglow 
in the heart of it. Don’t try to make 
a smoke yet. 

“Now pile on your smouldering 
fuel. Fan it with your hat. Kneel 
down and blow it, and in ten minutes 
you will have a smoke that will make 
you wish you had never been born. 

“That is the proper way to make 
a smudge. But the easiest way is 
to ask your guide to make it for 
you.”—Henry Van Dyke. 


‘The 
PACE STUDENT 
September, 1917 


The meaning of clearness as the 
purpose of a speech—or of a piece of 
writing for that matter—should now 
be fairly plain. Any person who 
selects an explanatory subject with 
which he is familiar will have little 
difficulty in making that subject clear 
to others, provided he makes a men- 
tal outline beforehand and sticks to 
it, and trusts to the inspiration of the 
moment—just as he does in ordinary 
conversation—for natural and ap- 
propriate language. 


LUCTUATING prices, due to 

war conditions, test the va- 

rious methods now in use for 
valuing property. In some instances 
the valuations have been materially 
affected, due to the abnormal con- 
ditions. Nevertheless, the need for 
standard methods of valuation at all 
times is recognized. Accountants, 
business men, trustees, and execu- 
tives concerned with public utilities 
are constantly confronted with the 
problems of valuation. An able 
presentation of these problems, with 
suggestions as to their solution, is 
contained in a work, “Valuation, De- 
preciation and the Rate-Base,” by 
Carl Ewald Grunsky (published by 
John Wiley & Sons, Inc., New York, 
price, $4). 

Decisions of courts and rulings of 
public-service commissions which 
favor making “present value” a 
starting point, when rates for pub- 
lic utilities are to be regulated, are 
criticized by the author. He ques- 
tions the desirability of starting 
with “present value” or with “value” 
as a basis for rate determination, be- 
cause “value is a result of earnings, 
and such values as are not covered 
by the investment do not exist until 
the earnings create them.” He illus- 
trates the point by citing the fol- 
lowing example: 

A large subdivision of acre-prop- 
erty is being developed adjacent to 
the built-up section of a community. 
Streets have been laid out and 
paved, sidewalks have been con- 
structed, an adequate sewer system 
has been provided, and a system of 
water mains has been constructed. 
Immediate increase of revenue by 
reason of this expenditure is doubt- 
ful, because the development of the 
new subdivision may be slow. Years 
may elapse before sales of water will 
be equal to the added worth of main- 
tenance, collection of rates, and de- 
preciation. “Shall part of the sys- 
tem thus acquired be included in 
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the valuation on which the owner 
is to receive a return? Or shall such 
inclusion be deferred? And if de- 
ferred, for how long a time?” The 
waterwork’s owner has not made the 
investment. The investment has 
been temporarily made by the owner 
of the subdivided tract, who is reim- 
bursed by the purchaser of lots. 
The author then states: “In the fix- 
ing of rates the increase of capital 
due to the receipt of gifts and dona- 
tions should generally be considered 
separately from the actually invested 
capital. Individual cases will arise 
requiring special treatment. The 
owner in most cases will not be 
entitled to as large a return on this 
donated capital as on his actual 
investment.” 

On page thirty, the writer gives 
the following concerning the rate- 
base: “The rate-base which is the 
most satisfactory is the actual, rea- 
sonable, and proper investment, or 
original cost new, including a proper 
allowance for the cost of establish- 
ing and developing the business, un- 
diminished by depreciation, though 
in some cases, perhaps, diminished 
by the bonus which may have been 
contributed by the public or by the 
rate-payer.” 

Amplification of the suggestion of 
the author is found in the rest of 
the volume, contrasted with other 
methods in use. Information of 
value to others than those connected 
with the regulation of public utili- 
ties is also contained in the volume. 
Of interest to business men and ac- 
countants are the chapters on “Es- 
sentials of Value,” “Elements Which 
Reduce Value,” “Non-agreement Be- 
tween Actual and Probable Life,” 
“Notes on Real Estate Valuation,” 
and “The Accounting System.” In 
addition to concrete suggestions as 
to the valuation of business proper- 
ties, there are tables which may be 
used for reference purposes. 

The book covers a subject that has 
caused no little controversy among 
authors. Even though the reader 
may not agree with the conclusions 
that have been reached, there is no 
question but what a clearer and 
more comprehensive idea of “valua- 
tion” may be gained by reading this 
volume. 


JOSEPH L. KELLY, a student of 
the Pace Standardized Courses, giv- 
en under the auspices of the Drake 
Commercial School, Bayonne, N. J., 
has accepted a position in the ac- 
counting department of the Tabulat- 
ing Machine Company. Mr. Kelly 
was formerly employed by the 
Standard Oil Company of New 
Jersey. 


Stand- 
ardiza- 
tion of 
Value 


Per- 
sonal 
Notes 


WALTER L. JORDAN, Pace Insti- 
tute, Extension Division, has accept- 
ed a temporary position on the inter- 
viewing staff of the Pace Agency for 
Placements, Inc., during the sum- 
mer season. 


RAYMOND IVES, C.P.A., Pace In- 
stitute, New York, 1910, a partner of 
the Accountancy firm of Lovejoy, 
Mather & Hough, is a member of 
the Officers’ Reserve Corps at Platts- 
burgh, N. Y. 


ALLEN J. FRALEY, New York In- 
stitute of Accountancy, who was 
formerly employed in the commer- 
cial department of the Port Chester 
High School, has been engaged as 
accountant by the New Jersey Zinc 
Company. 


CHARLES H. BENT has accepted, 
through the Pace Agency for Place- 
ments, Inc., a position as senior ac- 
countant on the staff of Searle & 
Nicholson, accountants. Mr. Bent 
has had considerable experience in 
accounting and executive fields in 
this country and abroad. 


EDWIN C. BOSWORTH, Ph.B., 
has resigned his position as dean of 
the Detroit School of Accountancy, 
Detroit Technical Institute, to accept 
the position of resident manager of 
Pace Institute, Washington, D. C. 
Mr. Bosworth will be succeeded by 
William P. Dies, A.M. 


JOHN K. HAMPTON, a student of 
the Pace Standardized Courses, giv- 
en under the auspices of the Drake 
Commercial School, Bayonne, N. J., 
has recently resigned his position in 
August Mietz Corporation to accept 
a position in the accounting depart- 
ment of Nestlé’s Food Company. 


HIRAM K. GOTTSHALL, Pace 
Institute, Washington, is a survivor 
of the Eddystone Ammunition Cor- 
poration’s explosion. At the time 
of this disaster, Mr. Gottshall was 
working on an audit of the accounts 
for Barrow, Wade, Guthrie & Com- 
pany. Through good fortune Mr. 
Gottshall was not injured. 


DAVID P. KNOB, New York In- 
stitute of Accountancy, recently 
placed in the U. §. Marine Corps 
by the Pace Agency for Placements, 
Inc., has been transferred to the 
headquarters of the Paymaster’s De- 
partment at Washington. Mr. Knob 
writes a letter wherein he states that 
he is now enjoying drill practice for 
an hour every day from 4.30 on, and 
is getting splendid training in the 
practical side of military duties. 


September, 1917 


PHILIP J. GASS, Accountancy In- 
stitute of Brooklyn, has joined the 
U.S. Navy. 


MAURICE MICHAEL, Account- 
ancy Institute of Brooklyn, has 
joined the U. S. Marine Corps. 


E. S$. VAN BENSCHOTEN, Pace 
Institute, New York, and WALTER 
LINZEL, New York Institute of Ac- 
countancy, have joined the Officers’ 
Reserve Corps, Fort Myer, Virginia. 


WILLIAM F. SMAIL, formerly on 
the accounting staff of Haskins & 
Sells, has accepted an appointment 
on the staff of Sparrow, Harvey & 
Company, public accountants. 


EDGAR D. MILLEN, who was for- 
merly on the staff of L. H. Conant, 
C.P.A., has accepted a position on 
the staff of Sparrow, Harvey & Com- 
pany, public accountants. 


HENRY J. BORNHOFFT, Pace In- 


_stitute, New York, has resigned as 


general manager of the Repetti 
Candy Company, to become resident 
director of Pace Institute, Boston, 
Mass. 


PAUL L. APPLEMAN, Pace Insti- 
tute, has accepted a position on the 
bookkeeping staff of the Motometer 
Company. Mr. Appleman was for- 
merly employed by the General 
Electric Company. 


HARRY T. ARMSTRONG, Pace 
Institute, formerly employed as 
cashier and bookkeeper for the Pot- 
ter Transportation Company, has ac- 
cepted the position of assistant audi- 
tor for J. W. Thorne & Company. 


FRED J. WILSON, formerly on the 
staff of Edward R. Burt & Company, 
public accountants, has accepted, 
through the Pace Agency for Place- 
ments, Inc., a position on the ac- 
counting staff of Whittlesey, Myer 
& Wythes. 


GIDEON J. PILLOW, LL.B., has 
been added to the law teaching staff 
of Pace Institute, Washington, D. C. 
Mr. Pillow is engaged in legal work 
for the Department of the Interior. 
He is a son of the late Confederate 
General, Gideon J. Pillow. Mr. Pil- 
low is an able lecturer, his best- 
known lectures being “Story of the 
City of Washington,” and “Abraham 
Lincoln and His Times.” 
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A. LINCOLN LAVINE, Ju.D., in- 
structor of Law in Pace Institute, 
has joined the Naval Reserve Corps. 


RALPH H. WRIGHT, Newark 
School of Accountancy, has accepted 
an appointment as auditor on the 
staff of Arthur Young & Company, 
public accountants. 


HAROLD H. KELLY, of the Provi- 
dence Institute of Accountancy and 
Business Administration, has gone 
into active service with the Rhode 
Island Coast Artillery. 


R. M. VAN FLEET, former educa- 
tional director at Indianapolis, took 
charge of the educational work of 
the Hartford, Conn., Young Men’s 
Christian Association on August Ist. 


JOSEPH I. ZUCKER, Buffalo 
School of Accountancy, 1916, has 
recently accepted an accounting 
position with The Humphryes Man- 
ufacturing Company, Mansfield, 
Ohio. Mr. Zucker is engaged in cost 
and other constructive phases of ac- 
counting work. 


the Pace & Pace executive 
staff, acted as secretary of 
the class in War Emergency Clerical 
Service Training Course for Women. 
The class, which concluded its 
work June 29th, expressed their ap- 
preciation of Miss Hauser’s services 
in the following style: 
Why do we like Miss Hauser so? 
The answer’s very simple: 
She wears a pleasant smile, you 
know, 
And such a lovely dimple! 


Me LILLIAN HAUSER, of 


NEW Pace Institute has been 

established in Chicago, Illinois. 

The classrooms of the Institute 
are located in the Consumers’ Build- 
ing, and the administrative offices at 
621 Conway Building. Walter W. 
Schmauch, of the Chicago Bar, and 
Secretary of the. Chicago Law 
School, is the resident manager and 
dean of the faculty. 

The instructors in Accounting, Fi- 
nance, and Business Administration 
are: C. R. Whitworth, A.C.A., C.P.A., 
Resident Manager, Touche, Niven & 
Co., Public Accountants; Joseph F. 
Sarley, LL.M., Practicing Account- 
ant; G. S. West, A.S.A.A., Practic- 
ing Accountant; R. H. Ashbown, 
A.C.A., Practicing Accountant. The 
Law instructors are: Guy Van 
Schaick, J. D., Member of the Chi- 
cago Bar; John P. McKinley, LL.B., 
Member of the Chicago Bar; Otto S. 
Hansen, B.S., LL.B., Member of the 
Chicago Bar. 


The achievements of Accountants 


in war and their opportunities in peace are just begin- 


ning to be realized by the economic and industrial 
world. Organization, codrdination and codperation have trans- 
formed nations into integral fighting units. Every warring country 
may be likened to a vast pyramid. The Army and the Navy form the apex. 


Every industry and every individual have been made to fit into some sup- 
porting place in the structure. The outstanding lesson of the war is the lesson of codper- 
ative effort and impact. 


The Accountants—the men trained in the science of business organization and man- 
agement—have been heavy sharers in the duties and responsibilities imposed by war. The 
Accountants have played a leading part in so organizing home and division bases of supply 
and distribution that the business of war has proceeded evenly and uninterruptedly. Offi- 
cial appreciation and merited publicity have been given far and wide to their patriotic 
achievements. 


When peace comes, Accountants, because of the services of their profession in war, 
will be in greater demand than ever before. Problems of readjustment, reorganization, 
and expansion will be laid before them for constructive solution. Industrial and philan- 
thropic enterprises of all kinds, the Federal Government, and the municipal and state 
governments will seek their aid and business judgment. Wherever men work together 
for a common goal, Accountants will find opportunity for service, for influence, and for 
high financial return. 


Make ready now, in time of war, for productive service as an accountant to-morrow, 
in time of peace. Be ready to serve the needs of country and of industry, and your own best 
interests when opportunity comes—as it surely will. Study Accountancy and Business 
Administration during your spare hours, and in conjunction with your daily business tasks. 

Investigate the Pace Standardized Courses in Accountancy and Business Adminis- 
tration. Afternoon and evening classes will soon be forming at each of the following five 
Pace Institutes: Hudson Terminal, New York; Tremont Temple, Boston; Equitable Build- 
ing, Baltimore; 506 Real Estate Trust Building, Washington; Room 621 Conway Build- 
ing, Chicago. The courses are also given in conjunction with certain business schools and 
the educational departments of various Y.M.C.A.’s throughout the country. 


Send for descriptive Bulletin, “Accountancy and Business Administration.” Ask also 
for “Your Market Value,” a brochure which contains a vocational message for you. 


PACE © PACE 


Pace Standardized Courses in Accountancy, Business Administration, Oral Expression, and English, 
in Residence and by Extension 


NEW YORK BOSTON BALTIMORE WASHINGTON CHICAGO 


HERE was once a Young Ac- 
countant named Wilbur. 
He was of the Modern Va- 


meéSS~— riety. He did not believe in Blush- 
Wilbur ing Unseen. He deemed it Risky to 


hide his Light under a Bushel. He 
considered the Tongue something 
with which to disseminate Knowl- 
edge. 

Wilbur had heard and heeded the 
Call for Better-trained young men 
in Commerce. He became a Com- 
pleted Product of an Accountancy 
School. What He did not grasp 
about the Theory of Accounts was 
not worth indexing. 

He had Far-sightedly stored away 
in his Mental Granary many Book- 
learned Theories. The Periphery of 
his Knowledge encircled such sub- 
jects as Office Systematization, the 
Elimination of Waste, Increase in 
Output, Net Profits, and the Human 
Factor. His Theories were ready 
for Immediate Delivery upon Slight 
Demand. 

Wilbur 
Hopes. 


had large Vocational 
He Mirrored himself as be- 
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coming a Highly paid Consultant on 
Efficiency Problems, hours ten to 
four, Limousine Waiting. He Fore- 
saw the United States Steel Corpo- 
ration as among his Satisfied Clients. 

He made a Lowly but Blithesome 
Start toward his Sun-kissed Goal. 
He Consented to Affiliate himself 
with a firm of Practical Accountants. 
He did not purpose to Grow Griz- 
zled in their Service. He sought Ex- 
perience only. The firm referred to 
him as “Another Junior.” 

Wilbur was Directed to Help 
Out a certain Senior in making an 
Audit of a Tobacco Jobbing House. 
The Senior was not Overwhelmed by 
Wilbur’s Knowledge. He viewed 
Wilbur as a Fetch-and-Carry Ad- 
junct. 

This Irked Wilbur. He did not 
Lament when the Senior hied him- 
self to another concern needing a 


Systematization Tonic. Left to him- 
self, Wilbur found his Vest growing 
Tighter and his Hat Smaller. He 
had no Time for Geniality. He treat- 
ed the General Manager as a Prob- 
able Defaulter. He proved the Office 
System to be of Antedeluvian An- 
tiquity. He also noted Aloud much 
Managerial Remissness. 

The General Manager’s Nerves be- 
gan to Tingle. He told the Ac- 
countancy Firm to Recall Wilbur 
from the Frontier and give him 
Desk Duty. The Firm took the Hint 
and gave Wilbur an Indefinite Leave 
of Absence Without. Pay. 

MORAL—A Close Tongue and a 
Humble Spirit are the Beginning of 
Success in Accountancy. 


WILLIAM J. THRUELSON, who 
was formerly on the accounting staff 
of Ernst & Ernst, has joined the 
staff of Arthur Young & Company, 
accountants. 


Keep out of the ruts, but stay 
in the road. 


Fall Courses of Study for Business Advancement 


PPREPARATION for Business means interpretation of Business as a science, a profession—inter- 


pretation of the basic principles, procedures, and devices of Business. 


Men and women who 


study Business in this way develop an economic usefulness that makes their services in high demand. 
Pace Institute prepares the individual student, whether man or woman, to assume and discharge 
business duties with ease and efficiency. 


[NVESTIGATE the following evening courses of study which are now available, among others, | 
to ambitious men and women at Pace Institute and affiliated Institutions: 


Accountancy (Professional C. P. A. Course) 
—a course that gives technical preparation for C.P.A., American Institute, and Civil Service 


Examinations. 


Shorter Accounting Course for Women 
—a course that trains women in the basic principles of Accounting, including double-entry 


bookkeeping. 
Bookkeeping Course 


—a course that presents all aspects of bookkeeping in accordance with the best account- 


ing practice. 
Law for Business 


—a course that presents the law as a science in its bearing upon the conditions 


of modern commerce. 


Accounting Application of Tax Laws 


——a_course that gives a mastery of the various tax laws as applied to the business affairs of 
individuals and corporations. 


English for Business 


—a course that presents all aspects of English in a practical form. 


Oral Expression 


—a course that develops the ability of the individual to address others clearly and force- 


fully. 


ESCRIPTIVE bulletins and folders will be sent upon request. 


Ask especially for “Your 


Market Value,” which contains a vocational message of wide appeal. Address or telephone 


HUDSON TERMINAL 


PACE & PAGE 


30 CHURCH STREET 
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New York, October, 1917 


ACCOUNTANTS AS COUNSELORS 


SIONTROL of values is a paramount necessity 
4; in our present war. Without such control, 
waste cannot be eliminated, production stimu- 
lated, or activities codrdinated. In war, as in 
Business, there is but one medium for the con- 
trol of values, and that medium is adequate, 
accurate, accounting records. 


ENT 
<2) 


Accounting records are the eyes of Big Business. With- 


_ out them Business is blind. They exhibit the past, show the 


present, and afford the best means of foreseeing the future. 
Facts disclosed by them furnish the foundation for directive, 
corrective, stimulative control. This is the kind of control 
which the men and women charged with the destinies of 
America must have and must get. 


No longer do people associate accountants with copper- 
-plate penmen or jugglers of figures. Accountants are the 
devisers and the planners of ways and means and methods. 
They are numbered among the counselors and the confidants 
of business men, of business organizations, and of govern- 
ments striving to adopt the precepts of Business. 


At this time and in their sphere, accountants must do 
their part. Chaos must give way to order. Only systematic, 
driving effectiveness will hasten victory. This effectiveness 
cannot be obtained save by adequate accounting records 
planned, instituted, operated, and verified by accountants. 


No. il 


tion 
Policies 


_ merits of a loan policy as against a 


INANCING the war has led to 
many discussions as to the 


“Che 


taxation policy. The Federal Gov- 
ernment has adopted the method of borrowing, 
combined with taxation. 

This has led to criticism from two camps: one, 
favoring a “pay-as-you-go” policy; and the other, 
favoring a policy of borrowing all that is neces- 
sary for emergencies. Between these extremes, 
there is likewise criticism as to the relative 
amounts which should be raised by loan and the 
amounts which should be raised by taxation. 

It is not our intention to comment on the sev- 
eral criticisms. Nevertheless, the reader may be 
interested in knowing the defects of a “loan-only” 
policy, and the defects of a “pay-as-you-go” 
policy. These are conveniently set forth in a 
pamphlet published by the National Bank of 
Commerce, in New York. A summary of the argu- 
ments presented respecting each policy, follows: 

Two reasons are assigned for the impractica- 
bility of a “loan-only” policy. Unless taxation, 
at least adequate to pay interest on new loans, is 
levied, the credit of the Government is impaired. 
Borrowing would be at progressively higher rates 
of interest, and in time it would be difficult at any 
rate of interest. Continuous borrowing during a 
protracted war necessitates credit maintenance, 
which must be supported by liberal taxation. 
The second argument against the “loan-only” 
policy is that of putting off the evil day. Debts 
must be met in time, and the only source by 
which they can be met is taxation. Wars are 
likely to occur, or other emergencies arise, in 
sequence. A “loan-only” policy for an initial 
emergency taxes the reserve financial strength of 
a nation, thereby weakening it for future emer- 
gencies. 

Likewise, there are arguments against a “pay- 
as-you-go” policy. These arguments apply even 
in times of peace; that is, extraordinary expendi- 
tures should not be met exclusively by current 
taxation. Such a policy would place a crushing 
burden upon tax-payers in the year in which the 
taxation was imposed, the benefits of which 
would accrue largely to future generations. Fur- 
thermore, so far as improvements are concerned, 
tax-payers would bitterly oppose making them 
if the entire outlay is to be met by current 
taxation. 

War expenditures should, if possible, be met by 
the present generation. This does not imply that 
the expenditures should be levied only during 
the years of the war. If levied year by year 
during the war, the gigantic sums necessary 
would require more than the total surplus of the 
income of the community. 
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Furthermore, excessive taxes at 
the outset of the war are undesir- 
able; if on consumption, they cause 
popular resentment; if on industry, 
they disarrange business, dampen enthusiasm, 
and restrict enterprise; if on incomes, they de- 
plete the surplus available for investment. 

The above presents the main arguments, pro 
and con, as to the two methods of finance in case 
of governmental emergencies. The sensible 
course, no doubt, lies between the two extremes— 
a course that our Government, fortunately, is now 
following. 


ECENTLY, some fifteen printers bid on a 

large contract. All of the bids were based 
on the same specifications, which set forth in 
detail, quality, quantity, and kind of paper and 
of work required. When the bids were opened, 
it was found that there was as much as one hun- 
dred per cent. divergence in the prices. 

Practical printers stated emphatically that the 
lower bids could not be carried out except at 
a loss. The tremendous difference in prices was 
due to the fact that some of the printers did not 
know their exact costs. As a consequence, no 
one gained that which was the object of the bid 
—the obtaining of a profitable contract. Those 
who were awarded the contract lost money in 
doing the work. Those who might have done 
the work at a reasonable profit lost the business. 

This is one of the many illustrations which 
emphasize that the man who fails to install an 
adequate cost system injures not only himself 
but others. The public does not benefit, be- 
cause losses in one direction must be made up 
in other directions. Nor is it beneficial upon 
broad principles of economics, in that failures 
and bankruptcies arising from improper systems 
cause tremendous economic waste. 

Efficiency in one establishment helps the other 
establishments. Competition, then, is based 
strictly upon merit. Those who lose in the bid- 
ding know that the loss is due mostly to the 
production cost upon which the bidding was 
based, and are spurred to renewed efforts to 
reduce costs and eliminate waste. Both the pub- 
lic and the producer share in the resultant saving. 


ILLIAM A. STUART, Pace Institute, 

is now a member of the Army Avia- 
tion Corps, Princeton, New Jersey. Mr. Stuart 
writes as follows regarding his educational quali- 
fications for membership in this corps: 

“It pleases me to be able to say that my study 
with you was accepted by the examining Board 
as being the equivalent of a college education, 
thus admitting me to the aero corps.” 


Print 
ing 
Cost: 


fy B. 
Niven, 
C.P.A. 


[ you believe in heredity and the 
directing influence of early envi- 
ronment, you at once hit upon one 
of the reasons for J. B. Niven’s high 
standing as an accountant. Mr. 
Niven’s father, A. T. Niven, C.A., 
now eighty-seven years old, has been 
a professional accountant for over 
sixty years, and is still in active 
practice in his native city of Edin- 
burgh, Scotland, “walking back and 
forth from his office every day.” 
Mr. Niven, senior, is the only sur- 
viving signer of the Edinburgh 
charter, which was the first charter 
granted by a government to ac- 
countants—a charter which raised 
their work to the rank and dignity 
of a recognized profession. 

“When I was a lad,” said Mr. 
Niven, the son, during a pleasant 
luncheon a few days ago, “account- 
ing problems and principles were 
talked over very freely at home as 
well as at the office; and I suppose 
I naturally absorbed the purpose of 
becoming an accountant myself 
when I grew up. Besides, I liked 
the work of the accountant—or 
believed I should like it; and so I 
never seriously thought of becom- 
ing anything else. I can truthfully 
say, now at the age of forty-six 
and after a pretty wide experience 
as an accountant, that I certainly do 
not regret the choice of my profes- 
sion. The work has always been 
fascinating to me, and more so to- 
day than ever before, because I 
think I foresee an increasingly wide 
recognition of the usefulness of 
accountants.” 

J. B. Niven was born on Septem- 
ber 22, 1871, at Edinburgh, Scotland. 
He was educated at George Wat- 
son’s College, Edinburgh, and in the 
law department of Edinburgh Uni- 
versity. In 1897, after several years 
of accounting experience under his 
father, he came to America, where 
he joined the accounting staff of 
Price, Waterhouse & Company, be- 
ing connected with their Chicago 
office. 

In 1900, Mr. Niven formed a part- 
nership with George A. Touche, of 
London, who was recently knighted 
by the British Government. The 
firm name in the United States be- 
came Touche, Niven & Company— 
a name which to-day, after seven- 
teen years of existence, stands for 
wide success and the highest probity 
in the professional practice of 
Accountancy. 

Touche, Niven & Company have 
four offices in the United States, 
each under a resident manager: one 
in New York, one in Chicago, one 
in St. Louis, and one in Minneapolis. 
Through its affiliations with George 
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A. Touche & Company, of London, 
it covers London and several impor- 
tant Canadian cities. It also covers 
Buenos Aires through its connection 
with Touche, Fuller & Company. 
Mr. Niven has the following pro- 
fessional degrees: C.A. (Edinburgh); 
C.A. (Ontario; C.P.A. (New York); 
and C.P.A. (New Jersey). He is 
also an Associate of the American 
Actuarial Society. Mr. Niven is a 
member of the Council of the 
American Institute of Accountants. 
He is president of the New Jersey 


ba 


J. B. Niven, C.P.A. 


Touche, Niven & Company 
Public Accountants 


Board of Public Accountants, and 
ex-president of the New Jersey So- 
ciety of Certified Public Account- 
ants. He has long been a member 
of the New York State Society of 
Certified Public Accountants, and 
he is also a member of various other 
state societies. 

Mr. Niven has no doubts about 
the alluring future of Accountancy 
as a profession in America. “My 
own professional experience,” said 
Mr. Niven, “has covered a period in 
which Accountancy has developed 
from a specialized kind of work, 
regarded as necessary by only a few 
business enterprises, to the rank of 
a highly esteemed profession, whose 
scope of usefulness comprises the 
entire field of Business. When I 
think of how Accountancy has de- 
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and 
_ duties to-day may offer more in 
_ respect to opportunities for advance- 


veloped during the past ten years, I 
feel safe in saying that in the next 
ten years there will be even more 
wonderful opportunities for the men 
who are properly trained. Account- 
ancy as a profession has won ac- 
ceptance and acquired momentum, 
and these facts will tell in the ex- 
pansion of the Accountancy field in 
the years that lie ahead. 

“Besides all this,” continued Mr. 
Niven, “the man who knows ac- 
counts theoretically and from prac- 
tical experience will have many 
chances to leave the practice of 
Accountancy. Take the case of our 
own firm—and it is typical of the 
experience of other firms. From 
time to time our men receive attrac- 
tive offers from our clients or 
others, and these offers are fre- 
quently accepted, despite the advan- 
tages of continuing in professional 
practice. Progressive concerns seem 
to be more and more on the look- 
out for men trained in Accountancy. 
The young man who masters Ac- 
countancy, therefore, has two strings 
to his bow—a very great advantage.” 

“What do you consider to be the 


’ quality that the average young man 


needs to cultivate most?” I asked 


' Mr. Niven. 


“Vision,” replied Mr. Niven 
promptly, “the ability to look ahead 


_ calmly and patiently. Many young 


men are too anxious for success. 
They become impatient and restless. 
They fail to realize that, as a gen- 
eral rule, success is a thing of slow 
growth; that it must be based on 
proved character and experience; 
that relatively insignificant 


ment than a better-paid position 
with little or no future. 

“Vision, of course, is the result 
of many things,” continued Mr. 
Niven. “It comes partly from expe- 
rience, partly from study and re- 
flection, and partly from innate traits 
of mind and temperament. Study 
is open to us all, however we may 
be situated, and it will do as much, 
or perhaps more, to develop vision 
than almost anything else. The man 
who expects to get ahead in Ac- 
countancy or in any aspect of Busi- 
ness needs to be a student to-day. 
He must know all about the work 
that he is doing—that is taken for 
granted. But he must know vastly 
more than that—he must know the 
scope, the principles, and the theory 
of accounts; he must know the prin- 
ciples of law, of economics, of 
finance; he must understand the sci- 
ence of management and of organi- 
zation. If he gets into the habit of 
thinking about these matters, he will 
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UROPEAN countries 
at the beginning of 
the present war 
found it imperatively 
necessary to extend certain privi- 
leges to debtors. These privi- 
leges consisted in permitting 
postponement of payments and 
in postponing certain legal remedies which 
creditors might have against the debtor. Eco- 
nomic readjustments arising out of the change 
from a state of peace to one of war were re- 
sponsible for this legislation. 

Charles Henry Huberich, international lawyer, 
in the New York Times Magazine, July 15, 1917, 
points out that at least one class of persons in 
the United States deserves like consideration at 
the hands of the Government. They are those 
who become members of the military or naval 
forces of the United States by volunteering or 
under selective draft. He puts the case of these 
persons in the form of the following questions: 

“Shall a person engaged in the active military 
service of the country be subject to having judg- 
ment rendered against him, to having his prop- 
erty attached and sold on execution for non- 
fulfilment of obligations which, perhaps, but for 
his absence in the cause of his country he would 
have been fully able to perform? Should he be 
obliged to watch over the details of a lawsuit 
when, by reason of enforced absence, he is with- 
out the opportunity of consulting with his attor- 
ney and unable to make an adequate defense to 
the claims of the adverse party? Shall his cred- 
itors have the right to have him declared bank- 
rupt? Shall his property be sold for non-payment 
of taxes due to the state, for the preservation of 
whose ideals or for whose very existence he is 
risking everything?” 

During the Civil War several of the states pro- 
vided for suspension of legal proceedings in the 
case of debtors in military service. In the opin- 
ion of Dr. Huberich, these measures were not 
sufficient to alleviate all the burdens imposed 
upon those in military service. 

Dr. Huberich points out that all the principal 
European belligerents on both sides have made 
provision for special protection of persons in 
military service. Immediate action by state legis- 
latures and by Congress is advocated to enact 
like laws. This is a timely suggestion, and one 
which will appeal to every patriotic American. 
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NE of the recent New York statutes of in- 
terest to business men is the investment tax 
law of June 1, 1917. This is in effect a reenact- 
ment of the secured-debts law. A pamphlet 
explaining the law and containing the statute has 
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been issued by the Guaranty Trust 
Company, of New York. The fol- 
lowing is based upon the excellent 
summary of the Act contained in > 
that pamphlet: 

Under this law certain specified investments 
may be exempted from the personal property tax 


‘by paying the tax prescribed. To do this, the 


investment is taken or sent to the Controller. 
The tax is paid at the rate of 20 cents a year on 
each $100, and the Controller attaches to the 
papers evidencing the investment stamps repre- 
senting the amount paid. The tax may be paid 
for as many years as desired, not to exceed five 
years. During this period of years the invest- 
ment is exempt from the personal property tax. 

For the purpose of the Act, an investment in- 
cludes any bond, note, or debenture, equipment 
bond or note, or written or printed obligation 
forming part of a series of similar bonds, notes, 
or debentures, written or printed obligations ~ 
which are payable one year or more from the time 
of issue and which may be secured or unsecured, 
except— 

“(a) Bonds of New York state or any civil 
division thereof. 

“(b) Obligations secured by a deed of trust 
or mortgage on real property situated wholly 
within the state of New York. 

“(c) Obligations held as collateral to secure 
the payment of investments taxable under this 
article, or bonds taxable under the mortgage tax 
law. 

“(d) Such proportion of the obligation secured 
by deed of trust or mortgage on property or prop- 
erties situated partly within and partly without 
the state of New York, as the value of the mort- 
gaged property or properties situated within the 
state of New York bears to the value of the entire 
mortgaged property or properties. (Sec. 330.) 

“This definition includes, as bonds which are 
exemptible, public bonds of states other than 
New York, and obligations of foreign countries 
and their political subdivisions. Ordinary prom- 
issory notes can not be made exempt.” 

Under the personal property law of New York, 
persons may deduct from the assessed value of 
the personal property their just debts. The 
amount of these debts, however, may not be de- 
ducted from the amount to be taxed on invest- 
ments under the investment tax law, if the in- 
vestment is held permanently. If, however, the 
investment is held temporarily for purposes of 


-sale, by a person who is actually engaged in the 


purchase and sale of securities as a business, and 
who maintains an office or place of business in 
the state for that purpose, then the amount of 
just debts may be deducted in computing the tax. 
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LUE SKY laws are designed to 
B protect the public from the sale 
of doubtful securities. The first of 
these laws was passed in Kansas in 
1910. Since then they have been adopted, with 
few changes, in about thirty other states. An im- 
partial presentation of the effect of these laws is 
set forth by H. D. Robbins, in The Bankers’ 
Monthly, August, 1917. 

Mr. Robbins takes as the typical Blue Sky law 
that of Kansas. Under the Kansas law the sale 
of stocks, bonds, or other securities, with but 
few exceptions, may not be made until both the 
seller and the security have been examined and 
approved by the State Bank Commissioner. This 
official must be furnished the fullest information. 
Filing fees are required, and heavy penalties are 
imposed for violating the act. Moreover, the 
Commissioner may at any time make a detailed 
examination of the investment company’s affairs 
at that company’s expense. “Sales are permitted 
only after the Commissioner finds that the com- 
pany is solvent, that its articles of incorporation 
or association, its constitution and by-laws, its 
proposed plan of business, and its proposed con- 
tract with the investor provide for a fair, just, and 
equitable plan for the transaction of the business, 
and, in the Commissioner’s judgment, a fair re- 
turn on the securities offered for sale.” 

Beyond question many swindlers have been 
prevented from defrauding the public. During 
the first eighteen months that the law was in 
effect in Kansas, less than 100 of the 1,500 com- 
panies applying for permission to do business re- 
ceived the required approval. 

Nevertheless, there are numerous defects in the 
present Blue Sky laws. Legitimate investment 
dealers are subjected to many burdensome re- 
quirements, and investment bankers in general 
desire changes which will absolve dealers of es- 
tablished reputation from the rigid requirements 
designed to prevent frauds in undesirable securi- 
ties. The Investment Bankers’ Association has 
proposed a uniform Blue Sky law for the several 
states. This law would be capable of enforce- 
ment, incapable of evasion, contain all the pre- 
ventive features of the present acts, and elimi- 
nate unnecessary investigative burdens. 

To the writer, it would seem that considerable 
regulation might be simplified if the services of 
certified public accountants were more generally 
utilized. Instead of direct investigations by 
state authorities, accountants might make the 
investigations. Legitimate business undertakings 
ordinarily employ accountants to open the books 
and ascertain the initial financial condition. Cer- 
tification by these accountants as to reliability 
could be accepted by the state authorities. The 
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high integrity which has character- 
ized the accounting profession justi- 
fies the conclusion that this respon- 
sibility would not be abused. Aside 
from this, the lessening of the burdens caused by 
regulation would be of tremendous benefit to 
legitimate business concerns. 


HE war has called thousands of American 
AT youths from the colleges and higher insti- 
tutions of learning. Fortunately, most of them 
have been from the upper classes and so can be 
of almost immediate service, as their education is 
practically complete. There is a grave danger, 
however, that a great many younger students, 
who should have many years of school work 
ahead of them, will take their cue from their 
elders and drop the note-book and the pen for the 
gun and the bayonet. Naturally, to the youthful 
mind the appeal of the bayonet is much stronger 
than that of the pen, but these young people 
should not forget that it will undoubtedly be 
better for them to render their service, at least 
for a time, in the classroom instead of in the 
trench. At the outbreak of the war, France and 
England rushed every available man to the front 
regardless of previous education and training. 
Now they are realizing their mistake in allowing 
schooling to be curtailed. 

P, P. Claxton, United States Commissioner of 
Education, urges all pupils to continue in school 
next fall. He says: “If the war should be long, 
the country will need all the trained men and 
women it can get—many more than it now has. 
There will be men in abundance to fight in the 
trenches, but there will be a dearth of officers, 
engineers, men of scientific knowledge and skill 
in all the industries, in transportation, and in 
many other places where skill and daring are just 
as necessary for success as in the trenches. 

The need for trained men and women will by 
no means cease when peace is declared. Not 
alone will there be a great and urgent need in 
our own country, but we must not forget that we 
shall have to aid in filling the gaps in Europe. 

“America must come to the rescue. We must 
be ready to assume all the responsibilities and 
perform thoroughly and well all the duties that 
will come to us in the new and more closely 
related world which will rise out of the ruins of 
the Old World which is now passing away in 
the destruction of the war. To what extent and 
how well we may be able to do this will depend 
upon you young men and women who are this 
year graduating from our high schools, and upon 
those who will follow in the next few years, to 
a larger degree than upon any other like num- 
ber of people.” 
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HE X Corporation owes B, a 
laborer, the sum of $50 for la- 
bor performed for the corporation. 
B sues the corporation and recovers 
judgment, but fails to collect his money. He 
brings suit to recover his claim against T, a stock- 
holder in the X Corporation, who owns ten shares. 
What is T’s liability under the New York statute? 
T is liable for the full amount of B’s claim, re- 
gardless of the number of shares of stock T owns. 
In New York state, B must serve written notice 
on T within thirty days after the termination of 
his services for the corporation, that he intends 
to hold T; and within thirty days after the return 
of an execution unsatisfied against the corpora- 
tion, upon a judgment recovered against it for 
services, B must bring suit against T. 

In many states, statutes have been passed im- 
posing liability of stockholders for wages due 
laborers. Whenever the words “jointly and sev- 
erally liable” are used, each stockholder may be 
held liable for the whole amount of the claim 
of the laborer. 


What is the distinction between interest in the 
business and interest in the profits? 

Interest in the business may mean either (a) 
the right the partner or proprietor may have in 
the capital owned by the business, plus the right 
to share in the profits; or (b) his right in the 
profits of the business, assuming he has no share 
in the capital. 

The condition of a proprietor with rights in the 
capital and the profits is the more frequent. The 
other condition, that of no right in the capital 
owned, but only in the profits earned, is not 
unusual. 

Interest in the profits means the right which a 
proprietor has in the profits alone. It does not 
include a right in the capital owned by the 
business. 


From what fund are dividends declared to 
policy-holders of a stock insurance company? 

Dividends to policy-holders of a stock insur- 
ance company are paid from earnings, just 
as dividends are paid to stock holders from 
earnings. 

There is in insurance what is known as “net 
premium” and what is known as “gross pre- 
mium.” The “net annual premium” is the amount 
required to be paid annually, in advance, at any 
stated age, which, together with corresponding 
premiums on other lives insured, with interest 
at an assumed rate, will precisely meet all 
claims under the policy as they occur, assuming 
that these claims occur at the times when 
they should theoretically occur in accordance 
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with the mortality table selected. 

Thus, the first computation is to 
determine an amount to be paid, 
annually, which will meet the claims 
of all insured persons who insure at a given age. 
Inasmuch as insurance companies invest their 
funds, this amount would be reduced by interest 
earned. For this purpose an interest return is 
assumed. 

Of course, the actual interest earned may be 
greater or less than the interest rate assumed. 
The tendency of a company would be to assume 
the minimum rather than the maximum rate of 
interest. 

“Gross premium” is net annual premium plus 
an amount added to cover expenses of conduct- 
ing the business and to provide for contingencies, 
such as adverse fluctuations in the rate of interest, 
mortality, etc. This addition is called “loading.” 

If the mortality is less than the expected mor- 
tality, as shown in the mortality table used in 
the premium calculation, or, if the interest earned 
is higher than the rate used in computing the 
premium, or, if the expenses are less than pro- 
vided for by the loading—the cost of the insur- 
ance is less than was estimated. This difference 
between actual cost and estimated cost consti- 
tutes earnings, out of which certain dividends 
may be paid to policy-holders. 

Thus, from a theoretical point of view, a ivi 
dend paid to the policy-holders is a refund of all 
or a part of the premium which is not required 
for the risk at the given date. 

There are, of course, insurance companies run- 
ning on a profit basis. Sometimes this profit is 
limited, for instance, to, say, seven per cent. of 
the capital stock. Should this be the case, earn- 
ings above the seven per cent. would, sooner or 
later, be available for policy-holders. The effect 
of this is felt by other companies than those 
which can distribute only a limited part of their 
profits to stockholders, in that they must extend 
to applicants for insurance inducements practi- 
cally equivalent to those extended by the com- 
panies whose profits are limited. Hence, the 
dividend practice is rather general among insur- 
ance companies. 


Many concerns are making donations to the 
Red Cross and other similar ‘ organizations. 
Should such donations be deducted as business 
expenses in making tax returns? 

Treasury Decision 2090 rules that donations 
are not properly deductible from gross income 
in determining net income, unless there is a con- 
sideration moving in some form to the corpora- 
tion either directly or indirectly. Answer to your 
question would involve the consideration as to 


182 


Question 
and 
Answer 
Depart- 
ment 


(Continued) 


whether or not the Red Cross dona- e 


For this reason the commission 


“Ch 
tions results in such consideration. PACE STUDENT should be considered as a selling 


No direct ruling on this specific 
donation has been made up to the 
date of this writing. Decisions have been made 
respecting the following: 

A donation to a hospital, in return for which 
the hospital rendered medical service to employ- 
ees, held deductible. 

A donation to an agricultural fair, having for 
its purpose the obtaining and preserving of the 
good-will of farmers, held not deductible. 

Pensions for retirement of employees or for 
payment of sums to injured employees, held 
deductible. 

Continuation of the salary of a deceased em- 
ployee to the widow, for a specified period of 
time, held not deductible. 

On the basis of these rulings, it would seem 
that the donation to the Red Cross is not de- 
ductible. Benefit of a vague, intangible nature 
apparently does not constitute sufficient consid- 
eration to take the donation out of a non- 
deductible class. From the rulings it is apparent 
that there must be definite material benefit re- 
ceived in return for the donation, which would 
hardly be true of a donation to the Red Cross. 


A concern markets its own products, except 
a small percentage which is sold and billed to 
agents, less commission allowed them. In making 
ing statements of the business, should such com- 
mission be deducted in showing gross sales for a 
period, or should it be stated as a trading ex- 
pense, all sales being stated at regular market 
prices? 


From a strictly legal view-point, the relation 


created between the concern and the “agents” 


is that of debtor and creditor, assuming as you 
say that the goods were “sold” to the agents 
(see article in “Law Department,” The Pace 
Student, September, 1916). Hence, as to this 
transaction, the resultant legal relation is the 
same as in ordinary sales. 

In statements it is preferable to show the com- 
mission as an expense, ordinarily in the selling 
expense section of the statement. Since only a 
small part of the goods are sold on commission, 
it would hardly be worth while to show, sepa- 
rately, the results of these sales from the results 
of sales made in the usual way. The commission 
allowed is not an adjustment of selling-price, but 
an amount allowed to these persons, probably for 
the reason that they undertake to do a marketing 
function on behalf of the concern. Should they 
not undertake this, the cost of the marketing of 
the goods would devolve on the concern and 
would be included as part of the selling expense. 
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expense. 

Of course, if the title to the goods 
remains in the concern and the shipment is on 
a consignment basis, then a different treatment 
would be made, in that the amounts forwarded 
to the agents would not be sales until the agent 
in turn had sold them. 


A retail wood and lumber firm purchases a lot 
of wood and lumber to be worked. Would it be 
proper to charge it under “Wood and Timber 
Lots,” at the purchase price, and, when the lot is 
stripped, make an entry to close it out propor- 
tionately to the different divisions of the mer- 
chandise account, and the value of the stripped 
land to “Real Estate,” as follows: 


WOOD AND TIMBER LOTS..... $700 


LOG CA OEM rt 1 ap tttee rt ys sel wlete Ocal $700 
WV OO Ai id tus asta atepau aie ta. « erelanirel ate 200 
EO SD DA Ae Vee ng ae Ur ee A 400 
RATS ACD E, yates islets sas ashen 100 

To WOOD AND TIMBER LOTS 700 


Or would you advise a direct charge of $600 to 
“Merchandise,” and $100 to “Real Estate”? 

Assuming that the fee in the land is taken at 
the time of purchase, the correct entry at the 
time of purchase would be— 


RHALRE ODA THs Gitte ste doch cgylciane ge XX 
STANDING TIMBER (Stumpage 
TRISDES tora ee hl atlas stants XX 
To CASH, or ACCOUNTS PAY- 
ALB EAs Gee era cel oir oid > alepel aoe XX 


At the end of the accounting period, such por- 
tion of the estimated cost-value of the timber cut 
should be charged off against operations; charge 
“Wood and Lumber” and credit the asset account 
to which was charged the cost of the standing 
timber at the time of purchase. The entry is as 


follows: 
WOO Dib e oct ai sete Ny eme nM Ou Mays fait o> XX 
TU IVES Re teat brane as Ae ae Mah Soke XxX 


To STANDING TIMBER (Stump- 


age Rights) <x 


eee ee ee ere eee e ee eee 


This procedure does not differ materially from 
the one suggested by you, except that the division 
of the cost between Real Estate and Stumpage 
Rights is made at the time of purchase, instead 
of after the land has been stripped. It may not 
be practicable, or possible, to segregate the pro- 
portion of the cost of “Stumpage Rights” charge- 
able to “Wood and Lumber.” In that event, the 
two accounts may be combined into one account, 
as “Wood and Lumber.” 


183 


Edi- 
torial 


Educa- 
tion a 
Peace- 
maker 


Waiving 


Clerkship 
Require- 
ments 


*" DUCATION is a 
This is a fact that 
business houses are 
rapidly learning. One of the 
most recent educational cam- 
paigns is the campaign which 
has been conducted by the Amer- 
ican Sugar Refining Company. 

This company has a large claim department. 
Disputes as to weights of sugar sold have been 
frequent. Recent experiments were conducted 
which showed that a barrel of sugar transported 
across a single city on a day when the weather 
was very moist would increase in weight four 
pounds. Likewise, with new sugar, a barrel 
transported across the city on a dry day would 
decrease in weight two pounds. It was found 
that this was true of empty barrels—that an 
empty barrel during a trip 
across the city would vary as 
much as two pounds in 
weight. 

After these experiments, 
the facts were brought be- 
fore the purchasers of sugar. 
Many misunderstandings on 
account of differences in 
weight were eliminated. As 
a consequence, there was 
saved in the claim depart- 
ment of the company an es- 
timated cost of $10,000 a 
year. This amount repre- 
sented, not the amount of 
claims that were not paid, 
but the saving in the ex- 
penses incident to the settle- 
ment and adjustment of 
claims. 

Understanding is the great lubricant in busi- 
ness. Education conduces to understanding. 
Every force which tends to raise the standard of 
knowledge as to business problems saves the 
wastes incident to business controversies. 


OUNG men studying Accountancy who are 
now doing patriotic service deserve special 
consideration. Many of these young men, in mil- 
itary or other Governmental service, have given 
up, or deferred undertaking, the prescribed clerk- 
ships for the C.P.A. degree. It will be a hard- 
ship to compel them to start, or to finish clerk- 
ships begun, when they return to civil employ- 
ment. 
The alleged benefits of clerkships to young men 
are not unanimously conceded. Many thought- 
ful accountants have favored the repeal of the 
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clerkship requirement. Whatever 
the merits of the case, it is certain 
that clerkships are not indispensable 
to professional training. Nor is it 
unlikely that those young men in Government 
employ as accountants may obtain an experience 
equal in value to that ordinarily secured in a 
practicing accountant’s office. 

At this time, if at no other, there is ample justi- 
fication for waiving clerkship requirements in the 
case of these young men. The pay of Account- 
ancy clerks is not small. However, many are 
earning less than they would in other employ- 
ment. They are now making a sacrifice in the 
spirit of patriotism. In a like spirit, state legisla- 
tures and Accountancy boards should meet them 
half way and excuse them from clerkships which 
necessitate sacrifices in their preliminary profes- 
sional training. 

“ E took a chance and 

got away with it,” 
said an unthinking friend of 
mine last week, apropos of a 
certain young fellow of our 
acquaintance who, a year 
ago, was elected treasurer of 
a semi-defunct jobbing con- 
cern, and who was this year 
reelected at a handsome in- 
crease in salary. Yes, he 
“took a chance,” for the con- 
cern had fallen upon evil 
days, and it seemed only a 
question. of weeks before a 


up its affairs. And he “got 
away with it,” because, by 
dint of day-in and night-in 
determination and aggres- 
sive managerial initiative, he 
hauled the concern back from its downward slide 
and soon had it showing a profit. 

Unlike my friend, I do not dismiss that young 
fellow’s achievement airily. I think I see some- 
thing fundamental in what he has done—some- 
thing that has a bearing upon the view-point and 
lives of those cravens to whom tenure of posi- 
tion means more than the opportunity to plan 
and complete a piece of work that needs to be 
done. Failure is always possible; often it is near 
at hand—it matters not what we do. The only 
persons that failure annoys—the possibility of 
failure, rather—are the weaklings, the cowards. 
The courageous man, the ambitious man, the man 
with vision, after taking favorable stock of his 
knowledge and his training, will “take a chance.” 
All honor to him—he “gets away with it” be- 
cause he deserves to succeed. 
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receiver would be winding ~ 


Thank 
You! 


Second 
Wind 


2 HANK You!” These are 

every-day words, but magic 
words, too. We work together, plan 
together, talk together; which means 
that I serve you and you serve me. When I say 
“Thank You,” you feel that the service, no matter 
how trivial, was doubly worth rendering; and 
when you say “Thank You,” the spirit of friend- 
liness glows within you. “Thank You,” makes 
good will, smooths out the wrinkles of misun- 
derstanding, and promotes sales. Let us say 
“Thank You,” when people do things for us. The 
habit will bring satisfaction to them and to us. 


HIS is the time in the school year which 
tests the stamina of students. It is some- 
what like the effort of an athlete on a long pull. 
Immediately before he gets his second wind he 
undergoes the greatest physical strain. But let 
him get over the period of the physical strain and 
the second wind comes to carry him through. 
After the initial enthusiasm, there is a reaction. 
You begin to feel the pull. If you have had like 
experience before, you realize that this feeling is 
only temporary. You expect and know that in 
a short time the second wind will come, and with 
it the rhythmic, steady persistency which reaches 
the goal. 


OMMON sense enjoins us to think about 

what we do and how we do it. The devel- 
opment of our power to think means the de- 
velopment of our power to grow, to serve, to 
earn, to achieve happiness. There are two kinds 
of thinking—static and dynamic. Static think- 
ing is the thinking that we do without making 
use of it. It is also the thinking done for us by 
others—the thinking which gives us conclusions 
already molded, and which we accept often as our 
own thinking. Dynamic thinking is the kind that 


_ we direct at the attainment of some definite goal 


Longev- 
ity 


of action. It is the kind of thinking that makes a 
headache enjoyable. Static thinking has its place 
in our intellectual life, but dynamic thinking is 
the kind that transmutes hopes and ideals into 
facts and realities. 


f VERY minute you spend in the East 

means an hour less in your life,” says a 
visitor from California. At that rate an East- 
erner dies before he is born. Long life is charac- 
teristic of California. Even the trees out there 
live long. The rings of redwoods, which have 
been cut down, have verified the periods of 
drought and plenty mentioned in the Bible. Man 


has no hope of living as long as do some trees 


But man can accom- 
Some 


and some of the animals. 
plish more in the time that he does live. 
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men will spend no little money, no 
little time, and no little effort in en- 
deavoring to live long. After it all, 
like a famous writer on longevity, 
they may find that they die comparatively young. 
It is decidedly more worth while to forget the 
length of life, to do the thing before you, and to 
make something out of life. 


LIHU ROOT went to Russia on a difficult 

mission at the age of seventy. This is an- 
other of many challenges to the Osler theory. If 
Elihu Root had been the star pitcher of his time, 
his usefulness would probably have terminated 
many years since; likewise, if he had been a foot- 
ball player or a manual laborer. Your college 
professor may not earn as much as a prize fighter, 
but the chances are that he earns more in the 
long run and gets more out of what he does earn. 
Physical capacity is subject to the law of decreas- 
ing returns. Mental capacity means increasing 
returns. The best preparation for old age 
is to get into work which requires the use of 
brains. 


HE ostrich type of office manager—the kind 

that sticks his head in the sand and refuses 
to look at what alarms him, with or without rea- 
son—is not extinct, woe betide us! The other 
day one of these survivors of a past age of think- 
ing (apologies to the word thinking!) said to me: 
“TI don’t believe in all this study stuff. It makes 
a man dissatisfied with his job. We have lost 
several of our employees for this very reason. 
There aren’t enough big jobs to go round; so 
why not let well enough alone?” In this pro- 
nouncement, this man sets his two-by-four vision 
and judgment up against the vision and judgment 
of men like Frank A. Vanderlip, Theodore N. 
Vail, and hundreds of others of their kind! 
Funny, isn’t it? 


HAVE a friend of many years’ standing 

whose personal letters (friendly letters, the 
text-book calls them) always irritate me. They 
are friendly and exceedingly interesting in the 
main, but they always contain a few inapt refer- 
ences to some of his personal problems and per- 
plexities. Here is one sentence from a letter of 
his that came in this morning: “Thanks for the 
invitation to visit you, but I have a $500 note 
to meet very soon, and I can’t afford the trip 
to New York just now.” Now, why did he say 
that—make reference to the note, I mean? He 
doesn’t expect me to pay it, yet he lugs it into 
his chatty letter and spoils its flavor thereby. If 
you are setting out to write a letter that is really 
friendly, keep your troubles out of it. 
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AILURE of a managing partner 

to keep an account of receipts 
and payments of partnership 
moneys separate from his per- 
sonal cash transactions some- 
times produces disastrous re- 
sults. An example of the effects 
of such failure is shown in the 
solution to a problem taken from the examina- 
tion given to applicants for membership in the 
American Institute of Accounts. The problem 
follows: 

A, B, and C formed a partnership. A agreed 
to furnish $10,000, B and C each $7,000. A was 
to manage the business and receive one-half of 
the profits; B and C were each to receive one- 
fourth. A supplied merchandise worth $8,500, 
but no additional cash. B turned over to A, as 
managing partner, $9,000 cash, and C turned over 
$5,500. The business was conducted by A for 
some time, but without keeping exact books. 
While managing the business, A purchased addi- 
tional merchandise amounting altogether to $75,- 
000 and made sales of $100,000. The cash re- 
ceived and paid out for the partnership was not 
kept separate from A’s personal cash. In order 
to straighten out matters, B took over the man- 
agement. He found receivables amounting to 
$20,000, and of these he collected $4,500. The 
merchandise still on hand he sold for $500. These 
receipts he deposited in a bank to the credit of the 
firm. The remaining accounts proved worthless. 
The outstanding accounts payable amounted to 
$2,000, of which $1,500 had been incurred in pur- 
chasing merchandise and $500 for expenses. 
These accounts he paid. A presented vouchers 
showing that during his management he had paid 
other expenses of $2,400. By mutual agreement 
B was held to be entitled to $100 on account of 
interest on excess capital contributed, and A and 
C were to be charged $75 each for shortage in 
contribution of capital. 

(a) Prepare Trading and Profit and Loss Ac- 
counts and accounts of each of the partners, in- 
dicating the final adjustments to be made in clos- 
ing up the partnership. (b) Show how the above 
final adjustment would be modified if A proved 
to have no assets or liabilities outside the partner- 
ship. 

In order to obtain the figures necessary to pre- 
pare the required accounts, summary entries were 
first prepared. Entries covering the transactions 
of A are as follows: 


SOLUTION TO PROPOSITION 


MERCHANDISE .........4..- $ 8,500.00 
Lora, CAPERLAL cer oe ter 
For capital contribution of A. 


$ 8,500.00 


CASH Pits sce oe ee none stent. $ 9,000.00 
To BCAPITAL Jo \yoeih okies 
For capital contribution of B. 


$ 9,000.00 


CASH icant stores Sabi cae ies 
Torc::sCAPITAL. we cvee- sane 
For capital contribution of C. 


5,500.00 
5,500.00 


MERCHANDISE: i.).. 0.550). sda 
To ACCOUNTS PAYABLE. 
Purchases by A. 


75,000.00 
75,000.00 


ACCOUNTS RECEIVABLE .. 
To} SATISEs. kai stu came ets 
Sales made by A. 


100,000.00 
100,000.00 


A, MANAGER’S ACCOUNT... 

ACCOUNTS RECEIV- 
ABI pp cre Getic: occas peter 

For Accounts collected by A. 


89,000.00 
80,000.00 


ACCOUNTS PAYABLE ...... 

A, MANAGER’S AC- 
COUN DW yee a eaiens cs Saar 

Liabilities settled by A. 


73,500.00 
73,500.00 


EX PENSE (Ging tei. oat eet 
To ACCOUNTS PAYABLE. 
Liability incurred by A. 


500.00 
500.00 


A, MANAGER’S ACCOUNT.. 
Toi CASH? Bierrer eae eioe 
For capital contributed by B and 
C in cash which was turned 
over to A. 


14,500.00 
14,500.00 


The transactions of B and the final adjustments 
and closing entries are recorded in the next group 
of entries. 


CAS Ferien eietasinee shal sts: cbeteteee tener $ 4,500.00 
To ACCOUNTS RECEIVA- 
BUEB (262 Sa Corer 
Accounts Collected by B. 


$ 4,500.00 


ere e eer eeeseererseeoe eee e ees 


‘To SATBHS osiecas pues de eiocier 
Balance of merchandise on hand 
sold by B. 


ACCOUNTS PAYABLE...... 
To WCASH See otek Gotha 
Obligations paid by B. 


BXAPENSEW. Miae ok s) cam als 
To A, MANAGER’S AC- 
COUN Diieg ee: sie det pela le 
For vouchers presented by A 
covering expenses paid by 
him. 


TRADING ACCOUNT........ 
To MERCHANDISE........ 
Transfer. 


500.00 


2,000.00 
2,000.00 


2,400.00 
2,400.00 


83,500.00 
83,500.00 


SN alelitts incys7s, 6 ae aia iainus: ot OEE 100,500.00 


ALES 
To TRADING ACCOUNT... 
Transfer. 


TRADING ACCOUNT........ 
To PROFIT AND LOSS.... 
For transfer of gross profit. 


PROFIT AND LOSS.......... 
TOPE DC PENS Heirs ese 
Transfer. 


100,500.00 


17,000.00 
17,000.00 


2,900.00 
2,900.00 
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Partner- PROFIT AND LOSG.......... $ 15,500.00 As CAPITAL, yc ueee a eieetbe $ 18,600.00 
ship To ACCOUNTS RECEIVA- To A, MANAGER’S AC- 
PD icso- (ENDO RS TS a ee nee $ 15,500.00 COUNT A Um iaq ne $ 18,600.00 
Yueon To write off worthless accounts. Transfer. 
Entries PROFIT AND LOSS 100.00 A, CAPITAL (50 per cent.).... 675.00 
Pare CAPITAL Wi.) cca: : 100.00 ai ayes Ve ee per sae 337.50 
: Interest on excess capital - ’ per cent.).... 337.50 
SE ee cabital, con To PROFIT AND LOSS... 1,350.00 
Distribution he Loss in accord- 
BMCONDIT AEM iey eae.) Sse f 75.00 BSc aabe, bat Mersin aet ee 
ro PROFIT AND LOSS: || 75.00 ment to divide, profits. 
Mee on of Cones ven pase lade From the foregoing entries were obtained the 
figures necessary to the preparation of Trading 
Scop ce ee crae 75.00 and Profit and Loss Accounts and accounts of 
Paes Dan shotiage emerene 75.00 each of the partners. These accounts are shown 
bution of capital. next. 


Accounts Required in Solution 


TRADING ACCOUNT 


PRE NPeLCUAT ise tei, meee hiss ws «cas $ 83,500.00 BYESAICS 4.420 ci tI tt: Utygt: Reh he ERNE $100,500.00 
“ Profit and Loss (Gross Profit)....... 17,000.00 
$100,500.00 $100,500.00 


PROFIT AND LOSS 


POM ESEOTIG@H Sele Susy oe se soca bes coves $ 2,900.00 By Trading Account (Gross Profit)..... $ 17,000.00 
“Accounts Receivable (worthless ac- “ Balance (Net Loss) carried down.... —_ 1,400.00 
counts charged off) 4:0. ..465....5. 15,500.00 

$ 18,400.00 $ 18,400.00 

To Balance (Net Loss) brought down...$ 1,400.00 By A, interest (on capital shortage)...... $ 75.00 
“ B, interest (on excess capital)....... 100.00 “ C, interest (on capital shortage) .... 75.00 
OTA, (50 percent. of loss) tiaansse ele, 675.00 

iB (2o"pert cents of lossyiu wi. oly), 337.50 

vy) Cr 2sopercent-of lossyytn. cee. uc, 337.50 


$ 1,500.00 $ 1,500.00 


A, MANAGER’S ACCOUNT 


To Accounts Receivable ................ $ 80,000.00 By Accounts Payable ................... $ 73,500.00 
“ Cash contributed by B............... 9,000.00 “ Expenses (covered by vouchers pre- 

mu cash. contributed by Chis esi te i ees 5,500.00 SENTeD yy his uuuswb rch tty wae +++ 2,400.00 
“Balance (transferred to A’s capital 

INC COUNT Be tiny iu t0.) Renan Win ese has 18,600.00 

$ 94,500.00 $ 94,500.00 
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Accounts Required in Solution—Continued 


A, CAPITAL 
To Balance transferred from A, Mana- By, Merchandise ....o 523. .24))ch hi Coe $ 8,500.00 
ger’s Account .........eeeeeieeeeee 18,600.00 “ Balance carried down ............++ 10,850.00 
“ Interest (on capital shortage)........ 75.00 
“ Profit and Loss (50 per cent. of loss). 675.00 
$ 19.350.00 $19,350.00 
To Balance, brought down.............. $ 10,850.00 
B, CAPITAL 
To Profit and Loss (25 per cent. of loss) $ 337.50 By Cash! £25000 t 0 sino vio ee $ 9,000.00 
“ Balance carried down .............. 8,762.50 “ Interest (on excess capital).......... 100,00 
$ 9,100.00 $ 9,100.00 
By Balance, brought down.............. $ 8,762.50 
C, CAPITAL 
To Interest (on capital shortage)........ $ 75.00 By. Cash Jian. AiO ois tata ee ee $ 5,500.00 
“ Profit and Loss (25 per cent.)....... 337.50 
“) Balance! carried down . 6. .ue sea one 5,087.50 
$ 5,500.00 $ 5,500.00 
By Balance brought down............... $ 5,087.50 


In effecting a final settlement A would pay $10,850 into the partnership. The total assets, 
aggregating $13,850, would then be distributed—$8,762.50 to B, and $5,087.50 to C. 

In the event that A proved to have no assets or liabilities outside the partnership, the final 
adjustment would be modified by dividing the $10,850 debited to A between the other two partners 
in the same proportion as the partnership agreement provided for their participation in profits, which 
in this case would be to charge one-half to B and one-half to C. Their capital accounts, after giv- 
ing effect to this adjustment, would appear as follows: 


B, CAPITAL 
To'A;> Capital’ (1/2: of Dr: “bal.)e o.05 ins $ 5,425.00 By: ‘Balance’ \For’d, 4 \-0... 42.05)... ee $ 8,762.50 
*“ Balance carried down ...........--+- 3,337.50 
$ 8,762.50 - $ 8,762.50 
By Balance brought down............... $ 3,337.50 
C, CAPITAL 
To Ay Capital’ (1/2 of Dr. bab yoy ers $ 5,425.00 By ‘Balance sPor’d il.. 4 iin san aeeee $ 5,087.50 
§" Balance carried down '.:.......0n0ee 337.50 
$ 5,425.00 $ 5,425.00 
To Balance brought down.............. $ 337.50 


If the second condition existed, final settlement would be effected by turning over the $3,000 
cash to B, who should also receive $337.50 from C. 
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HOOSING the right vocation, desire it, at a nominal additional 


Choos- ‘The 
ing and training and developing for PACE STUDENT expense. 


a Voca- the greatest success in that vocation October, 1917 If you are interested on behalf of 
tion 2re problems that confront the yourself, a relative, or a friend, de- 


young men of to-day. For several years, voca- 
tional advice has been given to students of the 
Pace Courses by members of the Pace & Pace 
staff. The interest shown by the students and 
graduates in such consultation, particularly when 
taking new positions, is sufficient evidence that 
the procedure rests upon a sound basis. 

The Pace Vocational Service has now been 


tails of the plan and information in respect to the 
moderate costs that are incident to the service, 
will be supplied. Requests for information should 
be addressed to C. Milton Clark, vocational sec- 
retary, care of Pace & Pace, 30 Church Street, 
New York City. 


Gy HE adjustment of the college graduate to the College 
formally organized and made available to the business world is a serious problem. At G@radu- 
general public as well as to the student body. It present there is no adequate machinery for get- ate and 
offers to the young man or young woman who de- ting the ambitious man, just out of college, in Byzsj- 
sires a scientific and impartial analysis of his or touch with the right job. He often has to waste pags 


her vocational aptitudes and potentialities, a ser- 
vice that includes expert diagnosis and a program 
for helpful advice during the process of devel- 
opment and adjustment. In hundreds, indeed 
thousands, of cases, this service has led to in- 
creased productivity and financial return, and, 
above all, to a greatly increased happiness and 
joy in the performance of vocational tasks under 
the conditions of modern organization and 
production. 

In the Vocational Service, procedure is made 
upon the theory that an expert vocational exami- 
nation and analysis must be made of the indi- 
vidual who is to be advised. Aside from the 
determination of details in respect to physical 
condition, education, experience, and environ- 
ment, a diagnosis must be made of mental 
abilities, both in respect to the abilities that are 
developed and operative, and in respect to the 
abilities that are potential. 

In the selection of an ideal vocation, many 
problems arise requiring careful thought and 
sound judgment. Many things may prevent the 
choice of the vocation that would be, from a 
purely scientific view-point, the ideal choice. For 
example, a young man may possess the natural 
qualifications necessary for success in Mechanical 
Engineering, but, because of economic circum- 
stances, he may be entirely unable to devote him- 
self to the long and arduous professional prepa- 
ration necessary to success in this profession 
under existing conditions. In such a case, an 
occupation is selected that gives an opportunity 
for the use of his natural abilities, and one that is 
practicable for him to pursue. 

In the working out of the program of develop- 
ment, many tendencies may develop which call 
for special advice and control. The Pace Voca- 
tional Service, therefore, contemplates not only 
the original examination and the working out of 
a full report and program, but a vocational 
“follow-up” service to be provided to those who 


valuable years of his life in getting vocationally 
adjusted, and the worst feature of the whole situ- 
ation is that often this adjustment never comes. 

Irwin G. Jennings, of the Metropolitan Trust 
Company, of New York, has suggested the estab- 
lishment at some central point of a vocational 
bureau to give the college men much needed 
information concerning various businesses and 
professions. Mr. Jennings feels that the bureau 
should not alone collect complete data concern- 
ing business, but should also arrange for the dis- 
tribution of these data throughout the country, 
taking especial effort to get them before the col- 
lege men and the college women. 

Working with this central bureau would be a 
person in every college who would associate with 
and study the students with a view to determin- 
ing their characters and vocational aptitudes. 

Thus, according to Mr. Jennings’s plan, a young 
man on leaving college will know, not only some- 
thing definite concerning his own abilities, but 
also something of the different businesses, and the 
opportunities offered in them for a man of his 
training and aptitudes. The bureau will doubt- 
less prevent many vocational misfits. 

Mr. Jennings’s views seem to coincide to a re- 
markable degree with the ideals of vocational and 
placement service that are being worked out by 
the Pace Organization. 


ANY who have read the official Govern- Tech- 
ment publications regarding military drills nical 
have found considerable difficulty in understand- Terms 


ing the technical terms employed. Two books 
containing essential information on this subject 
in condensed form have been prepared from the 
Government publications. These are “The Home 
Guard Manual,” by Lieutenant-Colonel T. F. 
Donovan, and “The Universal Drill Manual,” by 
Captain E. J. Robbins, both published by The 
Sherwood Company. 
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=) NE of the com- 
monest ways of 
securing new bus- 
iness, whatever 
the nature of the 
concern, is by 
means of book- 
lets. These book- 
lets vary widely 
: in kind. They 
may be pictorial, descriptive, nar- 
rative, explanatory, argumentative, 
or hortatory; or they may repre- 
sent a combination of all or several 
of these tone-qualities. Their pur- 
pose, however, is always one and the 
same—to get new business either at 
once or eventually. It may be 
profitable, therefore, to note some 
of the qualities which business- 
getting booklets should have. 


First, interpret the view-point of 
the person to be interested—the 
prospective purchaser. What he 
needs or will need and how you can 
should be the main 
thought running through your mind 
as you lay out and build your book- 
let. This dictum does not mean 
that you should use the pronouns 
“you” and “your” exclusively, but 
it does means that the “you” view- 
point should overshadow the “we” 
view-point in what you say and in 
how you say it. 

Second, be logical. Begin at a 
natural point of contact between 
yourself and the prospective pur- 
chaser; develop your message in a 
step-by-step manner; and finally ar- 
rive at a conclusion which will stim- 
ulate the prospective purchaser at 
least to take a further interest in 
your services. 

Third, be intimate but somewhat 
restrained in your style. As a gen- 
eral rule, the more intelligent the 
class of people you are addressing, 
the more dignified should be your 
manner of expression. Dignity, of 
course, does not mean rigidity or 
stiffness. 

Fourth, be simple in your choice 
of words and phrases, and in your 
construction of sentences and para- 
graphs. Avoid heavy words and 
phrases, involved sentences, and 
long paragraphs. Simplicity of style 
makes for clearness — immediate 
clearness—and is about the highest 
quality of style which any booklet 
can have. 

Fifth, give the impression of truth- 
fulness and sincerity. The way to 
give this impression is actually to 
be truthful and sincere—to say noth- 
ing that you do not believe and 
know to be true. Extravagant 
claims do vastly more harm than 
good in securing new business. 

Additional suggestions might be 
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given. The above, however, being 
fundamental, are sufficient for the 
purpose of this article. Note the 
following excerpts from the business- 
getting booklets which have proved 
their worth: 


“The granting of equal commer- 
cial rights to men and women means 
the granting of equal commercial 
opportunities. Men may be divided 
into two classes—those who, by 
reason of developed ability, forge 
ahead to positions of executive re- 
sponsibility, and those who, by rea- 
son of lack of training and initiative, 
remain groove-fillers for all time. 
The same outlook faces women 
in Business. The opportunities 
for advancement are present; they 
will greatly increase in number. 
Whether a woman lifts herself out 
of the class of routine workers rests 
with her. Proper training both pre- 
pares for opportunities that already 
exist and creates new opportunities.” 


“Until the outbreak of the war, in 
1914, France was busy and prosper- 
ous. Then followed an upheaval. 
Any study of her past, however, 
particularly since 1871, shows her 
ability to recuperate rapidly from 
losses inflicted by war, and reveals 
clearly her industrial strength and 
her financial elasticity. Suffering 
the loss of Alsace and Lorraine in 
1870-71, with 1,600,000 inhabitants, 
she was deprived of two fertile prov- 
inces of great economic importance 
and value. This loss was valiantly 
sustained, and the financial and in- 
dustrial dislocations caused by the 
Franco-Prussian campaign were 
speedily composed. Her creative 
genius, the great resources of her 
soil, her application to industry, and 
her thrift explain her rapid recu- 
peration and progress.” 


“Always write with the reader in 
mind. Try to picture him as he 
reads your letter. Forget that you 
are writing, and talk to him. Aim 
to produce the same effect on him 
as a conversation would, only bear 
in mind that it must be done by 
using about one-fifth the number 
of words. 


“Strive to write so that there is 
no possibility of being misunder- 
stood. Always use such words, 
sentences, and paragraphs as will 
make the very best impression on 
the reader. The tone of letters 
should always be friendly, and this 
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necessitates a pleasant frame of 
mind on the part of the dictator. 


“A letter must be clear, courteous, 
and concise. The statements must 
be absolutely correct, and the char- 
acter of the organization must be 
clearly evidenced throughout its 
every line and paragraph. These 
principles are necessary to a com- 
plete letter. They should be borne 
in mind in all writing.” 

“To fulfil your purpose you must 
know many things about speaking 
to others—things you can easily 
master. You must know, for ex- 
ample, the connection between your 
audience, the occasion, and your 
subject; the various kinds of mat- 
ters in which all persons are inter- 
ested; and the probable mental and 
emotional experiences of your audi- 
ence. You must know the use of 
specific examples and testimony; 
how to make a definite outline and 
stick to it; how to enforce what 
you say by means of attitude, 
facial expression, and gesture; and 
especially how to make an effective 
impression without sacrificing your 
individuality.” 


“Isn’t it worth while—this mat- 
ter of thinking seriously about your 
personal overtime, young man? 
Where do you expect to be in the 
business world to-morrow, next 
year, five years from now, ten, 
twenty, thirty, when your shoulders 
have begun to droop, and you find 
yourself every day looking forward 
to settling your tired body in the 
easy chair in front of the crackling © 
fire on the hearth? What are you 
doing to ward off stagnation, de- 
terioration, final and downright 
failure? 

“How are you equipping yourself 
now in the days of your youth to 
climb the ladder of success, rung by 
rung? Wherein are you better fit- 
ted this month than you were last 
month for that position ahead 
which you seek, because its salary 
is so much better than what you 
are now getting? Think about these - 
things, think about them _ hard. 
And when questions beginning with 
‘How’ surge through your mind, see 
if the answer to them all isn’t ‘My 
Personal Overtime.’ ” 


“Mr. A is example number one of 
the difference between special value 
and market value. He is fifty-one 
years old. For fourteen years he 
was secretary of one of the smaller 
Western railroads. He was thor- 
oughly familiar with its policies, 
problems, and needs. He had taken 
a useful hand in many matters of 
financing and operation. He was a 
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hard worker; he had brains and per- 
sonality; and his character was 
above reproach. He filled his posi- 
tion well. His salary was $10,000 
a year, and he was worth it and 
more—to that particular railroad. 

“Then the railroad was merged 
with a larger one. Mr. A’s services 
were no longer needed, and he was 
out of a position. He spent a year 
trying to secure a new position—at 
first of the $10,000 kind with some 
other railroad, then at a salary that 
steadily became smaller in propor- 
tion as his desire to make connec- 
tion with any kind of business con- 
cern increased. Finally, he opened 
a public garage. Last year he made 
$2,100, and he is not interested in his 
work. He is still in the market for 
a $10,000 position—but no concern 
needs him. His knowledge is of 
too special a kind.” 


The foregoing passages from 
booklets that have been successful 
business-getters enforce the funda- 
mental points already set forth. 
These points again are: bearing in 
mind the recipient’s view-point, 
logic in development of thought, 
dignity of style, simplicity of style, 
and sincerity of tone. The booklet- 
writer who guides his course by 
these charts will avoid the shoal of 
unproductive writing. 


“(iE Advisory Board of Pace 
[ L Institute of Chicago consists 
“of: Herbert Beck, C.P.A., Chi- 
cago and New York, of Arthur 
Young & Co., certified public ac- 
countants; Richard W. Bodding- 
house, LL.B., secretary and chief 
examiner, Chicago Title & Trust 
Company; G. J. Bunting, controller, 
Chicago, Milwaukee & St. Paul Rail- 
way Co.; H. G. P. Deans, vice-presi- 
dent, Merchants’ Loan & ‘Trust 
Company; John S. Field, chairman, 
board of directors, Consumers Com- 
pany; M. S. Green, credit manager, 
Consumers Company; T. B. G. Hen- 
derson, C.A., resident manager, Ly- 
brand, Ross Bros. & Montgomery, 
public accountants; J. K. Laird, 
C.P.A., resident manager, Scovell, 
Wellington & Company, certified 
public accountants; Thos. H. Mc- 
Innerney, president, Hydrox Com- 
pany; Archibald A. McKinley, 
PH.B., LL.B., president, Merchants’ 
National Fire Insurance Co.; F. H. 
Pearson, secretary and _ treasurer, 
Consumers Company; Ernest Reck- 
itt, C.P.A., senior member of Ernest 
Reckitt & Company, public account- 
ants; William Sutherland, C.P.A., 
resident manager of Arthur Young 
& Company, certified public ac- 
countants, Chicago; W. W. Thomp- 
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son, C.P.A., senior member of 
W. W. Thompson & Co., public 
accountants; and Dr. J. J. Tobias, 
LL.B., Ph.B., chancellor, Chicago 
Law School. 


MARTIN G. WOLF, New York 
School of Accountancy, is now on 
the staff of the Field Auditor, Camp 
Taylor, Louisville, Kentucky. The 
services of Mr. Wolf on this Gov- 
ernment work were contributed by 
Touche, Niven & Co. 


JOHN H. ALLEN, -JR., and 
W. H. HIRSCHMANN, both mem- 
bers of the Pace Organization, have 
joined the second officers’ training 
camp at Plattsburg. Mr. Allen is 
trying for the Field and Mr. Hirsch- 
mann for the Heavy Artillery. 


MR. BITTNER, who was recently 
placed by the Pace Agency in the 
Wales Advertising Company, has 
enrolled in the Coast Reserve and 
received the designation of second- 
class Yeoman. Mr. Chester Allen 
will take Mr. Bittner’s place with the 
Wales Advertising Co. 


OLAF A. MANN, staff account- 
ant in charge of departmental 
methods, eastern group of Bell tele- 
phone companies, has accepted ap- 
pointment as instructor in Account- 
ing of Public Utilities, Pace Insti- 
tute. Mr. Mann has had extensive 
experience as an executive in steam 
railways, electric railways, electric 
light, telegraph, and telephone com- 
panies. 


GEORGE E. BENNETT, A.B., 
LL.M., is now a member of the staff 
of Pace & Pace. Mr. Bennett has 
been an instructor in accounting 
and commercial law in the Dakota 
Wesleyan University and the White- 
water State Normal School. His 
most recent work has been that 
of director, Department of Busi- 
ness Training, Municipal University, 
Akron, Ohio. 


GEORGE M. HOFFORD, Pace 
Institute, Extension Division, has 
passed the examination for associate 
member in the American Institute 
of Accountants. In all probability 
Mr. Hofford will be elected a mem- 
ber. This will give him the dis- 
tinction of being the first person in 
the state of Texas to hold a mem- 
bership in the Institute through 
written examination. 
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develop the habit of looking about 
him widely and of looking far ahead 
as well. It is the day of the student 
in commerce.” 

Mr. Niven himself—though his 
modesty would not permit him to 
say so—is a very definite example 
of the result of his own views on 
the connection between vision and 
study. He has always been a stu- 
dent of Accountancy and _ every- 
thing relating to Accountancy, which 
means every phase of organized 
Business. He has developed the 
faculty of interpreting the happen- 
ings of to-day in their bearing upon 
the facts of to-morrow. As a re- 
sult, Mr. Niven has attained a nota- 
ble success in Accountancy; and his 
opinions command a respectful hear- 
ing from those to whom thinking 
ahead is sound business sense. 


T. TIMBIE, educational secre- 
( ae of the Pittsfield (Mass.) 

‘Y.M.C.A., writes: “For publi- 
cation in The Pace Student, I 
thought you might like to know that, 
since the beginning of your course 
here in this city, three of our men 
have been promoted. J. J. Newton 
has been promoted to a position in 
charge of the accounting department 
of the Stanley Electric Manufactur- 
ing Company, in Great Barrington, 
Mass. Fred Connor has_ taken 
charge of the accounting department 
of the Irvington Brush and Insu- 
lator Company, in Newark, N. J., 
and C. Frederick Jaques, of the first- 
year class, has been promoted to a 
position in special auditing work in 
the General Electric Company, in 
this city. All these promotions have 
been because of excellent work in 
their classes.” 


IRVING A. LINDBERG, Pace 
Institute, Washington, D. C., writes 
an interesting letter of his experi- 
ences since leaving the _ school. 
Mr. Lindberg attended the Washing- 
ton Institute while he was an ac- 
countant on President Taft’s Econ- 
omy and Efficiency Commission in 
1911. In 1912, he was called to 
Nicaragua to install an accounting 
system for the Republic of Nica- 
ragua. The work was about fifty 
per cent. completed when a revolu- 
tion interfered. On behalf of a syn- 
dicate of New York bankers who 
had made a loan to the Nicaraguan 
government and taken over the cus- 
toms as security for the loan, Mr. 
Lindberg entered the customs ser- 
vice. Mr. Lindberg is a registered 
and certified public accountant of 
Nicaragua, both in the Spanish and 
English languages. He is at present 
collector of customs at Bluefields. 


J. B. 
Niven, 


C.P.A. 


(Continued) 


Promo- 
tions 


with the Beneficent Leanings sum-— 


HERE was once a young man 
« Aesop named Guy. He thirsted after sop moned his Mental Cohorts and bade 
in Busi- Rapid-fire Success in Account- them do the bidding of his Will. 
mesS— ancy. He believed that, once he October, 1917 They had been heavily Beleaguered 
Guy had broken into the field, his Ambi- by Guy’s Verbal Artillery. The 


tions would soon make Competition 
Run to Cover. His problem was to 
Break In. There were many No 
Trespassing Signs. 

Guy was not Daunted. He be- 
lieved in Self-launching. He advo- 
cated Pitiless Publicity of Self and 


ways of Youth and with Beneficent 
Leanings. 

Guy was attired in Gladsome Tai- 
lorings. He also Flicked a Submis- 
sive Cane. His purpose was to 
Compel Attention through the Eye. 
Guy believed in First Trench At- 


Accountant noted Admiringly and 
Aloud Guy’s Gifts as a Monologist. 7 
He spoke of Vaudeville as a Fitting — 

Habitat for the Same. He Regret- 
ted that his own Staff was complete. 
He also spoke Incidentally of Mod- 
esty as a Becoming Gift in one who 


Services. He had pursued an eve- tack, Accordingly, he opened his Would make a Favorable Impression 
ning course in Salesmanship. In it Conversation Fire with, “You Need Upon Others. 
he had learned the importance of Me on Your Staff.” He spoke in 


“Compelling Attention” at the be- 
ginning and of “Prompting Action” 
at the end of the Interview. He had 
also Learned that the “Main Idea” 
must be kept on the Upper Story of 
the prospective purchaser’s Mind. 
These and other Psychological 
Ukases had Rooted Deep in Guy’s 
Subconsciousness. He divined no 
Reason why they did not apply to 
selling Services as well as to selling 
Insurance and Soap. He Acted on 
His Faith, and called upon an Ac- 
countant of Much Experience in the 


Vocal Capitals. 

This Topic-Thought Guy devel- 
oped in Handsome Detail. He 
spoke of Young Blood to the dis- 
advantage of Old Blood. He cata- 
loged his High Talents, Real and 
Undiscovered. He adverted to his 
wide Knowledge of Men, Methods, 
and Management. He Proved his 
Case—to his own Full Satisfaction. 
Then he Referred to the Matter of 
Remuneration. His Purpose was to 
Clinch the Sale. 


At this Juncture the Accountant ~ 


MORAL—An Untamed Vocabu- 
lary seldom opens the Door of Op- 
portunity in Accountancy. 


GEORGE A. KRIS, Accountancy 
Institute of Brooklyn, recently 
passed the Civil Service examination 
for Field Income Tax Inspector. 


H. A. ELSON, Graduate College, 
Princeton, was to have joined the 
Pace Stafi this fall, but has de- 
ferred doing so in order to accept a 
commission in the Army. 


PACE & PACE a ee 
Teachers of Business | 


The Pace Organization is a teaching organization. The partners and executives teach. The 
younger members of the department staffs are preparing themselves to teach. The members of the 
faculty are trained teachers, who must measure up to exacting pedagogic standards. The teaching 
spirit pervades everything which the organization thinks, says, and does, and becomes its guiding 


morale. 


The teaching ideals are high. The teaching methods are sound and practical. The teaching 
results are therefore unusually satisfactory. Pace Students, both men and women, soon acquire a 
usable grasp of the principles and procedures of modern Business, and come to have a dependable 
market value as accountants, as systematizers, as executives. They have been taught not only the 
knowledge that Business needs, but also how to apply and use that knowledge. 

Classes, which are available to both men and women, are now forming in the following courses 


at Pace Institute: 


Law for Business 
English for Business 
Oral Expression 
Vocational RAs 
Spanish 

French 


Accountancy (Professional C.P.A. Course) 
Accounting of Public Utilities 

Accounting Application of Tax Laws 
Shorter Accounting Course for Women 
Doubie Entry Bookkeeping 

Cffice Training 


Descriptive bulletins and folders will be sent upon request. Ask especially for “Your Market 


Value,” which contains a vocational message of wide appeal. Address or telephone— 


PACE & PACE 


HUDSON TERMINAL 30 CHURCH STREET NEW YORK 
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